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Representatives passed and sent to the Senate 

a bill entitled: “A Bill to Provide a National 

Budget System and an Independent Audit of 

Government Accounts and for Other Purposes.” 

This bill was passed by a practically unanimous vote, 
the vote standing 285 yeas to 3 nays. 

Few measures of like importance have received the 


O: October 21, 1919, the National House of 


careful consideration that was given to this measure, 
or have elicited a like general support on the part of 
all parties and their leaders both in Congress and in 
the executive branch of government. 

For years the defects of the existing system, under 
which the financial needs of the government are de- 


termined and fixed have been appreciated. These 
defects are many. The more important are: that 
expenditures are not considered in connection with 
revenues ; that Congress does not require of the Pres- 
ident any carefully thought-out financial and work 
program representing what provision, in his opinion 
as head of the administration, should be made for 
meeting the financial needs of the government; that 
the estimates of expenditure needs now submitted to 
Congress represent only the desires of the individual 
departments, establishments and bureaus, rather than 
an accurate statement of essential needs; that these 
requests are subjected to no superior administrative 
Tevision with a view to bringing them into harmony 
with each other, to eliminating duplication of organi- 
zation or activities, or of making them as a whole 
conform to the needs of the nation as represented by 
the condition of the treasury and prospective revenues ; 
that these estimates, or rather expressions of desires 
on the part of individual service chiefs, when 
received by the House are not considered in their 
telations to each other, nor, except in a most general 


way, in their relation to the state of the treasury and. 


fevenues to be obtained, but, on the other hand, are 
distributed among a number of committees for exam- 
mation and report, each of which, with the exception 


of the Committee on Appropriations, is interested only 
in a particular branch of the government; that the 
financial needs of the several departments are thus 
neither considered at one time nor by a single com- 
mittee, nor finally provided for by a single appropria- 
tion ; that the estimates as they come before the House, 
and the appropriations as finally made, correspond to 
no logical or scientific classification of items, with the 
result that it is imposible for anyone to obtain that 
clear perspective and general view of the financial 
operations of the government, past or to be provided 
for, that is imperative if the general treasury is to be 
protected against improper and excessive appropria- 
tions and the money that is voted be dedicated to 
work in proportion to its importance. 

The President and Congress, in a word, are at- 
tempting to handle this most important of all recur- 
rent duties for the conduct of public affairs in a 
haphazard manner without adequate information or 
at least information so compiled as to be readily utiliz- 
able, without any general plan and without any possi- 
bility of determining in advance the bearings that their 
determinations will have upon the state of the treas- 
ury of the prospect of revenue. 

This situation of affairs, which no one defends, 
has been tolerated for various reasons. The most 
important is, that up until recent years the national 
government did not have to concern itself in any 
effective manner with the problem of making revenues 
meet expenditures. It was more or less in the situa- 
tion of the individual who had an income beyond his 
essential needs, which came to him with comparatively 
little effort on his part, and which thus allowed him 
to expend his money without careful thought as to 
the purposes for which it should go. In large part 
the revenues of the government were obtained from 
indirect taxation which was but slightly felt by the 
individual citizen and which gave to the government a 
total income more than was required by it for meet- 
ing its essential obligations. 
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The outbreak of the great war in 1914 with the 
enormously increased obligations for action which 
that event threw upon the national government, and 
the change in the system of taxation from indirect 
to direct, with the result that the demand now made 
upon the citizen is brought directly home to him, 
has changed all this. The financial needs of the gov- 
ernment have become such that billions of dollars 
have to be obtained by direct levies upon the citizens 
in the form of income, inheritence, corporation and 
excess-profit taxes, where millions were formerly so 
obtained. What had formerly been a general feeling 
of dissatisfaction with existing methods of financing 
the government has now become an imperative de- 
mand that these methods should be changed so as to 
give to the national government a system of financial 
administration that would make possible a more 
scientific determination of financial needs and a max- 
imum of economy and efficiency in providing for 
these needs. The problem of financial reform has 
thus become one of the greatest obligations confront- 
ing the American people and Congress. 

It is fortunate that this great problem should be 
approached from a strictly non-partisan standpoint. 
The platforms of both of the great political parties 
declared in favor of it and the leaders of both parties 
in the administration and in Congress urged action 
in the strongest way possible. “On the assembling of 
the Sixty-sixth Congress on May 19, 1919, the leaders 
of both parties agreed that this reform was one that 
should if possible be put through without delay. There 
was a practically unanimous agreement that the con- 
ditions of the problem could only be met by the 
definite adoption of what is known as a budget sys- 
tem. 


Budget System Defined 


A budget system is one under which use is made 
of what is known as a budget as the central instru- 
ment for determining and making provision for the 
financial needs of a government. ‘A national budget,” 
to use the definition of one who has probably made 
a more thorough study of the problem in both this 
and other countries than any other person, “is the 
instrument through which the several financial opera- 
tions of the government are correlated, compared one 
with the other and brought under examination at 
one and the same time. It is at once a report, an 
estimate and a proposal. It is a document through 
which the Chief Executive, as the authority respon- 
siblé for the actual conduct of governmental affairs, 
comes before the fund-raising and fund-granting au- 
thority, makes full report regarding the manner in 
which he and his subordinates have administered af- 
fairs during the last completed year, exhibits the 
present condition of the public treasury and, on the 
basis of such information, sets forth his program of 
work for the year to come and the manner in which 
he proposes that such work shall be financed. Its 
most important feature is that it is all comprehensive 
and brings together in one consolidated statement all 
of the facts properly classified and co-ordinated re- 
garding the financial condition of the treasury and 
the revenues and expenditures of the government 
past and prospective.” 
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A budget system as distinct from a budget em- 
braces three distinct phases: (1) the formulation of 
the budget by the Chief Executive and its submission 
to the fund-raising and fund-granting authority; (2) 
the consideration and taking action upon this budget 
by such fund-raising and fund-granting authority; 
and (3) the subsequent audit and examination of the 
manner in which the orders given for the raising of 
revenue and expending of funds, as embodied in rey- 
enue and appropriation accounts, have been carried 
out by the administrative authorities to whom such 
orders were given. A complete scheme of budgetary 
reform thus necessitates the enactment of laws and 
the changing of the rules of procedure of the legisla- 
tive body so as to insure that these three fundamental 
requirements will be properly met. 


Committee Investigation 


Though the theory of a budget system is thus 
comparatively simple and easy of comprehension, cor- 
responding as it does to the best practice of all large 
private corporations, the actual problem of putting this 
system into effect is one requiring the most careful 
consideration of a large number of difficult questions. 
In a matter of such importance the House of Repre- 
sentatives recognized that it should not take action 
until all of the questions involved had been subjected 
to a most thorough and careful investigation. On 
July 31, 1919, it accordingly passed a resolution di- 
recting the Speaker of the House to appoint a special 
committee of twelve members to be known as the 
“Select Committee on the Budget,” to which should 
be referred for consideration all bills, resolutions and 
documents which had been introduced looking towards 
the establishment of a national budget system, and 
which should report its conclusions to the House by 
bill, resolution or otherwise. 

This committee, of which the writer was appointed 
chairman, held public hearings on the subject which 
lasted almost uninterruptedly, morning and afternoon, 
for two weeks. It had before it all those public offi- 
cials and special students of financial administration 
who, either by their position or as a result of their 
studies, were specially competent to give information 
to the committee regarding the subject entrusted to 
it. These hearings were devoted rather to the de- 
velopment of information regarding the general prob- 
lem than to a consideration of the particular bills and 
resolutions that had been referred to the committee. 
It is believed that the volume giving the printed report 
of these hearings represents the most thorough inves- 
tigation of the problem of budgetary reform that has 
ever been made in this or any other country. Among 
the witnesses appearing and testifying before the 
committee were such, high authorities as Hon. Will- 
iam H. Taft, formerly President of the United States, 
Hon. Frank O. Lowden, governor of Illinois, Hon. 
Henry L. Stimson,.formerly Secretary of War, Hon. 
John J. Fitzgerald and Hon. Swagar Sherley, former 
chairman of the Committee on Appropriations of 
the House of Representatives, Hon. Carter Glass, 
Secretary of the Treasury, Hon. Franklin D. Roose- 
velt, Assistant Secretary of the Navy, Judge W. W. 
Warwick, Comptroller of the Treasury, Robert S. 
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Brookings and W. F. Willoughby, Chairman and Di- 
rector respectively of the Institute for Government 
Research, which had prepared and published a num- 
ber of volumes descriptive of budgetary systems in 
this and other countries and the problem of budgetary 
reform as it especially confronted the national gov- 
ernment of the United States. Without exception 
all thirty-seven of the witnesses who appeared and 
testified took the position that in the introduction of 
a national budget system, as above described, alone 
lay the way for putting the administration of the 
financial affairs of the national government upon a 
sound and efficient basis. 

On the conclusion of its hearings, the committee 
reported to the House two measures, the bill referred 
to in the introductory paragraph of this article, which 
was based on the bill that had been introduced by 
this writer and referred to the committee, which pro- 
vides for the definite adoption of a national budget 
system and an independent audit of government ac- 
counts, and the other, a House Resolution providing 
for a change in the rules of the House so as to make 
it possible for that body to handle the budget when 
received by it in a proper manner. The former of 
these two measures, as stated, was almost immediately 
called up by the writer for consideration in the House 
and, after an exceptionally able debate, was, on Octo- 
ber 21, 1919, passed by that body and sent to the 
Senate. The second measure, that providing for a 
change in the rules of the House, will be called up 
for action at the earliest feasible moment. 

The necessity for two measures arises from the 
fact that, while provision for two of the three steps 
required in the establishment of a budget system— 
those providing for the preparation and submission 
of a budget by the President and the subsequent inde- 
pendent audit of accounts—can be made by legisla- 
tion, the third step, which has to do with House 
Procedure, can properly only be accomplished through 
a modification in the present rules of the House gov- 
erning the consideration of revenue and appropriation 
measures. 

The first of these two measures places the definite 
obligation upon the President of the United States to 
prepare and submit annually a budget corresponding to 
the definition heretofore given. To this end it makes 
it obligatory upon all heads of departments and in- 
dependent establishments to submit their requests for 
funds to the President instead of submitting them 
directly to Congress through the Secretary of the 
Treasury as a compiling but non-revising body, and 
prohibits them from addressing any direct request to 
Congress for funds in any other manner except as 
Congress may itself specifically order. The President 
is then authorized to examine such requests, to ac- 
cept, reject or amend them as in his judgment is for 
the best interests of the government as a whole, to 
compile them and to forward them to Congress for 
its consideration. 


Responsibility on the President 


The bill provides, in a word, that hereafter the 
President of the United States shall have this definite 
responsibility and obligation of making known what 
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provision in his opinion should be made for meeting 
the financial needs of the nation. If excessive esti- 
mates are transmitted, or a request for funds not 
urgently needed, or the maintenance of unnecessary 
services, or the distribution of activities among serv- 
ices in such a manner as to cause overlapping and 
duplication of organization and activities, his will be 
the responsibility. As former President Taft ex- 
pressed it, the preparation and submission of this 
budget will be his supreme administrative act. If his 
estimates show an excess of prospective expenditures 
over income under existing law, it will be incumbent 
upon him to bear the burden of responsibility thereby 
entailed of recommending an increase in taxation in 
order to meet such deficit. If, on the other hand, his 
budget shows a prospective surplus over revenues, to 
him will accrue the credit of recommending action 
that will make possible the payment of the public 
debt or a reduction in existing taxation. The whole 
purpose of the system is thus definitely to impose 
responsibility upon the President for determining in 
the first instance revenue and expenditure needs and 
of making known such determination in a way that 
the people can hold him and his party politically re- 
sponsible for such program. 

In order that he may be able efficiently to meet this 
great obligation, the bill provides for the creation of 
an office to be known as the Bureau of the Budget, 
which office will have the duty of acting as the ad- 
ministrative agency for the receipt and examination 
of administrative estimates and the preparation of the 
budget on behalf of the President. At the head of 
this bureau will be a director with a compensation 
as fixed by the bill of $10,000 per annum, and he 
will be provided with an adequate technical and cler- 
ical force. The director of this bureau will neither 
have nor exercise any powers inherent in his office. 
He will be wholly the executing agent through whom 
the President, upon whom all power and authority in 
respect to the budget is conferred, will discharge his 
duties in respect thereto. He will be in effect the 
executive secretary to the President and thus occupy 
the same position as regards the possession and exer- 
cise of authority as the present secretary to the Pres- 
ident now exercises in regard to personal, political 
and other general matters. This feature of the bill 
is of great importance since it is highly desirable that | 
anything like the creation of an office that should 
stand between the President and his Cabinet advisers 
should be avoided. It is furthermore desirable to 
avoid anything like a diffusion of responsibility. It 
is the aim of the bill that the responsibility shall be 
wholly that of the President and that the duties of 
the director of the budget shall be wholly those of 
assisting the President in meeting this responsibility. 


Independent Audit of Accounts 


The second object of the bill, as stated by its title, 
is that of providing for an independent audit of gov- 


ernment accounts. A body such as Congress having 
the responsibility of giving orders to administrative 
officers and of determining how public money shall 
be expended by them has only partially discharged its 
duties when it has given such orders. It still has 
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the duty of taking the action necessary to assure itself 
that its orders have been loyally, faithfully and econom- 
ically caried out. This assurance it can only secure 
by providing for an examination of the financial ac- 
counts of its agents, the administrative officials. This 
examination, if it is to accomplish its purpose, must 
be made by an authority wholly independent of the 
spending authorities and occupy a status where it 
can fearlessly call to the attention of the appropriating 
authority all features in respect to which it, as a 
result of its examination, believes that the intent of 
Congress has not been properly and efficiently carried 
out. 

At the present time the national government has 
an officer known as Comptroller of the Treasury and 
six auditors whose duties it is to see that no money 
issues from the treasury except in pursuance of an 
appropriation and that a due accounting is had of all 
moneys expended. These officers are, however, offi- 
cers of the Treasury Department and thus officers of 
the administrative branch of the government. The 
situation is thus one where the administration in effect 
controls and audits its own accounts. The bill pro- 
vides for a change in this system by creating an ac- 
counting department to which shall be transferred all 
of the duties now being performed by these seven 
officers. It is the intent of the bill that this depart- 
ment shall be independent of the administrative branch 
of the government. It will thus be in a position not 
only to make the formal audit of accounts that is 
now performed in the sense of making sure that such 
accounts are mathematically accurate and represent 
expenditures in accordance with provisions of law, 
but of courageously criticising, or at least calling the 
attention of Congress to, all accounts which, though 
technically in compliance with law, represent an un- 
wise or improper exercise of discretion, extravagance 
or improper method in handling the financial affairs 
of the nation. ; 

In the past Congress has been criticised for attempt- 
ing to control the administration too rigidly by detailed 
specification in advance of how moneys appropriated 
shall be expended. Congress has been compelled to 
do this since this has been its only available method 
of control. With the power of control that will be 
afforded through the work and reports of the new 
department it is certain that gradually Congress will 
be willing to relinquish its efforts to control by speci- 
fication in advance and will rely more and more upon 
the control that it will have through this rigid exam- 
ination and report by an officer independent of the 
administration and reporting directly to it. In mak- 
ing provision for such an independent department of 
accounts, Congress is but following the practice of 
all other modern governments. 

The resolution providing for a change in the rules 
of the House seeks to accomplish three things: (1) 
the concentration in a single committee on appropria- 
tions of authority over all appropriations; (2) pro- 
vision for a more effective control by the House of 
Senate amendments to a general appropriation bill 
by providing that all amendments which would not 
be in order in the House shall not be accepted by the 
House managers on the conference committee until 
they have been specifically authorized so to do by a 
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separate vote of the House on each such amendment; 
and (3) the prevention of the initiation of appropria- 
tion proposals by committees other than the single 
committee on appropriations by making it possible 
for a single member to raise a point of order at any 
time on any appropriation item carried in any bill or 
joint resolution reported by any committee other than 
the committee on appropriations. 

Of these three measures the most significant jis 
probably that which will restore jurisdiction over all 
appropriation bills to a single committee as was the 
practice prior to 1880. 


The Mistake of 1880 


It is a matter of history that the change made in 
that year and which was carried still further in 1885 
was not made for the purpose of improving the 
system of handling appropriation measures in the 
House, but had as its motive the purely personal con- 
sideration of restricting the power of the chairman 
of the committee on appropriations on the latter date. 
It is moreover now generally recognized that the 
action then taken was a mistake and has been respon- 
sible in no small degree for the rapid increase in 
appropriations. The proposal now made to revert to 
the more effective system of a single committee on 
appropriations is one which was urged, it is believed, 
by every one of the thirty-seven witnesses who ap- 
peared before the committee, and is, it is believed, 
generally approved of in the House itself. Although 
thus indorsed in principle, the accomplishment of the 
reform meets the practical difficulty that its effectua- 
tion will necessitate the surrender by certain com- 
mittees of jurisdiction which they now possess and 
will take from certain members of those committees 
certain powers they now exercise. As set forth in 
the report urging the adoption of this resolution it 
is hoped very much that these committees and mem- 
bers will be willing to subordinate their personal in- 
terests to the general welfare. 

Returning now to the situation actually existing, 
two important things remain to be done. One is, to 
induce the House of Representatives, and especially 
those members who are affected thereby, to support 
the resolution calling for the change in the rules of 
the House that has been specified. The other is, to 
secure favorable action on the part of the Senate upon 
the bill which has been passed by the House providing 
for the adoption of a national budget system and an 
independent audit of government accounts. 


As To TREASURY CONTROL 


In securing the latter end difficulty is anticipated 
due to the fact that certain senators who have con- 
cerned themselves specially with the problem of bud- 
getary reform and are in favor of such reform have 
apparently taken the position that the obligation of 
receiving departmental estimates, of revising an 
compiling them should be vested in the Secretary of 
the Treasury instead of in the President. In the opinion 
of the Select Committee on the Budget, which re- 
ported the bill, this step wouid be highly undesirable. 
It would tend to defeat one of the primary purposes 
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of a budget system, that of definitely locating respon- 
sibility upon the Chief Executive for the formulation 
and submission of a financial and work program. It 
is true that the Secretary of the Treasury is an ap- 
pointee of the President and that the President might 
in one sense be viewed as assuming responsibility for 
what his Secretary does. Placing the responsibility 
for action upon the Secretary would, however, tend 
to distribute this responsibility between him and the 
President and would certainly create in the mind of 
the public the idea that the Secretary of the Treasury, 
rather than the President, was really responsible for 
the details of the action that might be proposed in 
the budget. Furthermore, it is impossible to con- 
ceive of the Secretary of the Treasury acting with 
the same authority and force as the President in the 
way of denying requests for appropriations and of 
determining the services to which specific activities 
should be entrusted. The President is the only officer 
who is superior in rank and authority to all other 
administrative officers. He is the only one who can 
be held politically responsible for his acts, since he 
is the only administrative officer owing his election 
to a vote of the people. 

It is practically certain, moreover, that the other 
Cabinet officers would not acquiesce in a rigid revision 
of their estimates at the hands of the Secretary of 
the Treasury to the same extent that they would if 
such revision were made by the President. It is to 
be apprehended, therefore, that if that duty is placed 
upon the Secretary of the Treasury he will perform 
it either in a timid or perfunctory manner. Presi- 
dent Taft, in his testimony before the committee put 
this matter in this way: 

“Now I think it would be a mistake to place this under 
the Secretary of the Treasury for the reason that the Sec- 
retary of the Treasury is running one of the departments. 
The Secretary of the Treasury runs one of the departments 
of the government and he is like the secretary of any other 
department. If you select the Secretary of the Treasury 
as the official to consider the estimates of the other depart- 
ments, you are going to get into difficulties. Members of 
the Cabinet are not different from other people, and the 
pride of department, pride of bureau and all of the things 
under them serve to make them all human. Now the President 
is the head of the government so far as the executive is 
concerned and what he says is more likely to go than what 
the Secretary of the Treasury says.” 

To meet the objection that the Secretary of the 
Treasury is the head of one of the big spending de- 
partments, the proposal is made that the Treasury 
Department be stripped of all its non-financial serv- 
ices such as the Office of Supervising Architect, Coast 
Guard, Bureau of Public Health, Bureau of War Risk 
Insurance, etc. Such action would but partially meet 
the needs of the situation. The Treasury Department 
would still have the administration of such important 
services as the Customs Service, the Internal Revenue 
Service, the control of banking and currency, partici- 
pation in the work of the Federal Reserve Board and the 
Farm Loan Board, the Bureau of Printing and Engrav- 


ing,the mints, assay offices,etc. It is true that these serv- 
ices are all of a financial character in one sense. They 
are not financial, however, in the sense that they have 
to do with financial administration. The two func- 
tions of administration of financial affairs generally 
and of the financial administration of the government 
itself are quite distinct. There is no more reason 
why jurisdiction over the second duty should be 
vested in the Treasury Department than any other 
executive department. 

A point has also been made that the duty of pre- 
paring and submitting a budget under the British 
system, which is admittedly in most respects an ex- 
cellent system, is vested in the Treasury Department. 
This is true, but that department, notwithstanding 
its name, has no duty in respect to the administration 
of financial affairs such as rests with our Treasury 
Department. It is exclusively a service for controlling 
the administration of the financial affairs of the gov- 
ernment itself and thus has precisely the character 
and occupies, in reference to the Prime Minister, 
precisely the position that the budget bill recently 
passed by the House of Representatives gives to the 
Bureau of the Budget. A study of the real functions 
of the British Treasury would thus make the British 
system support the position taken by the Select Com- 
mittee on the Budget, and almost unanimously ap- 
proved by the House, rather than that taken by per- 
sons who are seeking to make the American Secretary 
of the Treasury the budget officer. 


THE APPEAL TO BANKERS 


I have sought to emphasize with all possible force 
these two things that remain to be done—the adoption 
by the House of the resolution providing for a change 
in its rules and the adoption by the Senate of the 
budget bill as sent to it by the House—since there is 
great danger that the taking of these steps will be 
postponed unless every possible argument is brought 
to bear upon Congress to take this action. There is 
no class in the community that is more interested in 
an efficient administration of the financial affairs of 
the government than the bankers of the country, and 
there is no class to which the people may more prop- 
erly look for intelligent and active effort in this field 
than that class. It is hoped very much, therefore, 
that the bankers of the country will do what lies in 
their power in the way of making known to their 
senators and members of Congress their interest in 
the subject and their opinion—and it is hoped that it 
is their opinion—that the measures proposed by the 
Select Committee on the Budget of the House should 
be adopted substantially in the form in which they 
now are. Never was there a time when this great 
reform was more needed and more likely to be ac- 
complished if the responsible elements in our popula- 
tion will energetically insist that it shall be. 


Kuropean Finance 


Members Designated to Represent the American 


Bankers Association on the National Committee 
Formed as Result of International Trade Conference 


American Bankers Association in designating, 

November 24, the bankers representing the 

Association on the National Committee on 
European Finance, which Committee came into exis- 
tence as the result of recommendations made by the 
Credit and Finance Committee of the International 
Trade Conference, held at Atlantic City in October, 
at the invitation of the Chamber of Commerce of the 
United States, made a statement in which he said: 

“A National Committee on European Finance has 
been organized, all of the elements interested having 
participated in conference, whose purpose is to en- 
courage and press such plans of assisting in the acute 
situation existing, as may be formed through con- 
ference of this body of men representing, as they do, 
the finance and industry of America.” 

President Hawes thereupon gave a list of bankers, 
members of the National Committee on European 
Finance, whom he designated as representing the 
American Bankers Association on that Committee. 
The list accompanies this article. In his statement 
Mr. Hawes went on to say: 


P aren RICHARD S. HAWES of the 


“From these gentlemen, together with others, rep- 
resentatives of banking, industry and commerce in 
the country, an Executive Committee of smaller size 
has been formed, which Committee of the National 
Committee on European Finance it is hoped will meet 
shortly and attack vigorously the questions so germane 
to the economic conditions existing. 

“Domestic problems, of course, are being given 
the earnest consideration of the American bankers, 
but it is recognized that we must vigorously press on 
the American public the necessity for co-operating 
in such plans relative to European finance as may be 
formulated and to have the American public and es- 
pecially the American investing public with which the 
bankers naturally are in closest touch realize their 
responsibility in the matter of facilitating foreign 
trade. 

“America must maintain her pre-eminence in the 
world’s trade and, to do this, her citizens should give 
their attention to the results which may come out 
of the activities mentioned.” 


In his letter of notification to each banker desig- 
nated, President Hawes said: 

“The American Bankers Association is using its 
best efforts to have its members take their due and 
fitting part in meeting the situation, admittedly most 
pressing, relative to European finance, and, in par- 
ticular, to European credits. Following the Inter- 
national Trade Conference, held in October at Atlantic 
City, at the invitation of the Chamber of Commerce 
of the United States, in which Conference the Ameri- 


can Bankers Association participated, a National Com- 
mittee on European Finance has been organized. Of 
this Committee you are a member. 


“I am writing you to say that, as President of the 
American Bankers Association, I have designated you 
as a representative of the Association on the National 
Committee on European Finance. This is in line with 
the policy of the Association to act in its proper field 
in meeting the situation referred to. Your designa- 
tion does not imply in any sense the organization of a 
separate committee, for the National Committee is a 
unit and will act as such. It does, however, register 
the participation of the American Bankers Association 
in this movement, which can be carried to a successful 
conclusion only by co-operation of all elements—the 
bankers, the producers of raw materials, manufac. 
turers, exporters and business men generally. 

“When the National Committee begins to function, 
it is probable that there will be assignments to various 
groups in its membership to awaken interest in special 
divisions of its work in industrial and commercial 
lines, as well as in distinctly financial and other lines, 
It is because of the necessity of banking co-ordina- 
tion in all this that I am addressing you.” 

Mr. Hawes, as President of the American Bankers 
Association, sent out a letter, December 9, to about 
220 of the large banking institutions of the country 
saying that he found it necessary to appeal to them 
for their financial co-operation in carrying on the 
work of the Committee on Commerce and Marine of 
the American Bankers Association and, through it, 
the work of the National Committee on European 
Finance. 

Grouped by Federal Reserve Districts, the list of 
bankers designated by President Hawes as represent- 
ing the American Bankers Association on the Na- 
tional Committee on European Finance is as follows: 


FEDERAL RESERVE District No. 1, Boston 


Alfred L. Aiken, president National Shawmut Bank of 
Boston, Boston, Mass. . 
” Charles Hayden, Hayden, Stone & Company, Boston, 
Mass. 
George C. Lee, Lee, Higginson & Company, Boston, Mass. 
Philip Stockton, president Old Colony Trust Company, 
Boston, Mass. 
- Daniel G. Wing, president First National Bank, Boston, 
ass. 
- Robert Winsor, Kidder Peabody & Company, Boston, 
ass. 


i 
FeperAL RESERVE District No. 2, New York 


James S. Alexander, president National Bank of Com- 
merce in New York, New York City. 

George F. Baker, Jr., vice-president First National Bank of 
New York, New York City. 

Willis H. Booth, vice-president Guaranty Trust Company 
of New York, New York City. 
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William P. Bonbright, Bonbright & Co., Inc., 25 Nassau 
Street, New York City. 
James Brown, Brown Brothers & Company, New York 


ity. 
Waddill Catchings, Goldman, Sachs & Company, 60 Wall 
Street, New York City. f 

H. P. Davison, J. P. Morgan & Company, New York City. 

Clarence Dillon, William A. Reed & Company, New York 
Oy Emerson, vice-president National Bank of Commerce 
in New York, New York City. 

Allen B. Forbes, Harris, Forbes & Company, New York 
et Barton Hepburn, chairman, Advisory Board, Chase 
National Bank, New York City. . ; 

Otto H. Kahn, Kuhn, Loeb & Company, New York City. 

Fred I. Kent, vice-president Bankers Trust Company, 
New York City. 

Alvin W. Krech, president Equitable Trust Company, New 
York City. 

Thomas W. Lamont, J. P. Morgan & Company, New York 

ity. 
McHugh, vice-president Mechanics & Metals Na- 
tional Bank, New York City. 

Samuel McRoberts, executive manager National City Bank, 
New York City. 

Lewis E. Pierson, Chairman of Board, Irving National 
Bank, New York City. 

Seward Prosser, president Bankers Trust Company, New 
York City. 

Harry T. Ramsdell, president Manufacturers & Traders 
National Bank, Buffalo, N. Y. 

Charles H. Sabin, president Guaranty Trust Company of 
New York, New York City. 

Mortimer L. Schiff, Kuhn, Loeb & Company, New York 
City. 

James A. Stillman, president National City Bank, New 
York City. 

S. Fred Strong, President Savings Bank Section, Ameri- 
can Bankers Association, 5 Nassau Street, New York Cify. 

Frederick Strauss, J. & W. Seligman & Company, New 
York. 

Frank A. Vanderlip, American International Corporation, 
New York City. 


FEDERAL REseERVE District No. 3, PHILADELPHIA 


Charles S. Calwell, president Corn Exchange National 
Bank, Philadelphia, Pa. 

E. Walter Clark, E. W. Clark & Co., 321 Chestnut Street, 
Philadelphia, Pa. 

Thomas DeWitt Cuyler, Commercial Trust Building, Phil- 
adelphia, Pa. 

William A. Law, president First National Bank, Phila- 
delphia, Pa. 

E. B. Morris, president Girard Trust Co., Philadelphia, Pa. 

Levi L. Rue, president Philadelphia National Bank, Phila- 
delphia, Pa. 


FEpERAL Reserve District No. 4, CLEVELAND 


Charles A. Hinsch, president Fifth-Third National Bank, 
Cincinnati, Ohio. 

H. C. McEldowney, president Union Trust Company, Pitts- 
burgh, Pa. 

A. W. Mellon, president Mellon National Bank, Pittsburgh, 
Pa. 


eum S. Rowe, president First National Bank, Cincinnati, 
io. 


— Sherwin, president First National Bank, Cleveland, 
10. 


FEepERAL RESERVE District No. 5, RICHMOND 


Albert D. Graham, president Citizens National Bank, Bal- 
timore, Md. 

Thomas B. McAdams, vice-president, Merchants National 
Bank, Richmond, Va. 

Waldo Newcomer, 


president The National Exchange 


Bank, 


Bank, Baltimore, Md. 
. Goodwyn Rhett, president Peoples 
Charleston, S. C 


National 


FEDERAL RESERVE District No. 6, ATLANTA 


J. E. Bouden, Jr., president Whitney-Central National Bank, 
New Orleans, La. 


Mills B. Lane, president Citizens & Southern Bank, Savan- 
nah, Ga. 


, Robert F. Maddox, president Atlanta National Bank, At- 
anta, Ga. 


FEDERAL «RESERVE District No. 7, CHICAGO 


Emory W. Clark, president First & Old Detroit National 
Bank, Detroit, Mich. 

E. D. Hulbert, president Merchants Loan & Trust Co., 
Chicago, Ill. 

George M. Reynolds, chairman, Continental & Commercial 
National Bank, Chicago, IIl 

H. L. Stuart, Halsey, Stuart & Company, Chicago, III. 


- F. O. Wetmore, president First National Bank, Chicago, 


“Harry A. Wheeler, vice-president Union Trust Company, 
Chicago, IIl. 


FEDERAL Reserve District No. 8, St. Louis 


Richard S. Hawes, President American Bankers Asso- 
ciation, St. Louis, Mo. 

Festus J. Wade, president Mercantile Trust Company, 
St. Louis, Mo. 

F. O. Watts, president First National Bank in St. Louis, 
St. Louis, Mo. 


FEDERAL RESERVE District No. 9, MINNEAPOLIS 
_C. T. Jaffray, president First and Security National Bank, 
Minneapolis, Minn. 
FepERAL Reserve District No. 10, Kansas City 


P. W. Goebel, president Commercial National Bank, Kan- 
sas City, Kan. 
‘a E, F. Swinney, president First National Bank, Kansas City, 


FEDERAL Reserve District No. 11, 
John T. Scott, president First National Bank, Houston, 
Texas. 
FEDERAL RESERVE District No. 12, SAN FRANCISCO 


Frank B. Anderson, president Bank of California Na- 
tional Association, San Francisco, Cal. 

James J. Fagan, vice-president Crocker National Bank, 
San Francisco, ‘Cal. 
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Trust Accounting 


A New Plan of Standardized Trust Department Accounting and 

Procedure and Suggestions for the Use of Bookkeeping Machines 

and Commercial Photography in Departmental Operations 
By Charles E. Hammett 


McArdle, Djorup & McArdle, New York City 


such diversity of accounting treatment or has 

utilized less of the labor-saving and cost re- 

ducing mechanical equipment now in such gen- 

eral use as the average trust department. The reasons 

for these conditions are not difficult .to ascribe, being 
‘inherent in fact in the very nature of the work. 

Aside from the uniform requirements of trustee- 
ships under corporate mortgages and transfer or reg- 
ister agencies, all trusts have different, distinctive 
features growing out of and reflecting the personali- 
ties of the respective creators. The details and com- 
plexities arising from this situation are practically 
unlimited in number and variety, resulting in an ac- 
cumulation of data which generally can be recorded 
only by more or less successful adaptation of the 
material to the forms and books which are now in 
common use. 

The elements of small and simple trusts may be 
set forth in a concise, comprehensible record without 
the exercise of much ingenuity but in the important, 
complicated trust, where clarity of line and entry is 
most frequently desired, recourse often must be had 
to various documents, schedules and supplementary 
records for an understanding of its general conditions 
or specific status. 

As an inevitable result, the only definite analysis 
and history of a trust is constructed within the mind 
of the trust officer and, to a certain extent, the minds 
of his aides. Continuously absorbed in reviewing 
and striving to mentally retain the multitudinous con- 
cerns of a large trust department they can spend little 
thought or time in investigating the means devised 
to meet the increasing demands and exigencies of 
modern business, or in revising their books and sys- 
tems so as to obtain any benefit from these sources. 

While the ability and loyalty of trust officers and 
employees are of the greatest importance to the suc- 
cess and prosperity of an institution, dependence upon 
these qualities for the performance of a trust should 
be entirely absent from correct methods of fiduciary 
procedure. This may appear to be a restatement of 
an admitted commonplace of trust administration, but 
often it is merely a theory, instead of being the actual 
basis of all operations and accounts. In no other 
logical way, however, can trust companies sustain 
their chief contention, that their service is impersonal 
and continuous. 

The conditions of the ideal trust department, there- 
fore, may be summarized and defined as follows: 


Ist. Accessible records exhibiting in a manner most 
intelligible to any inquirer all of the most important facts and 


Piss ave: no form of business has received 


transactions of a trust with the greatest prominence, and its 
relatively lesser facts and transactions with correspondingly 
lesser prominence. 

2d. A routine of operation which will accomplish the cur- 
rent work with the greatest speed, safety and accuracy com- 
patible with the least reliance upon the personality of the 
operators. 

The readiest means of attaining these objects, 
which can hardly be deemed other than proper and 
desirable, will be found in the establishment of com- 
mon, general principles, determined and defined by 
the experience of many, which, when recognized as a 
standard, can be accepted without the expense and delay 
of experimental or development periods. As a contribu- 
tion to the thought of this determination and definition, 
a formulation of such general principles is offered 
herewith. 


General Principles 


Some of the ideas will doubtless be familiar as 
they have grown out of a wide experience in trust 
matters and their source or originator would be diffi- 
cult to identify. Others are believed to be new. The 
scheme may appear unnecessarily elaborate for the 
smaller trust department, but the question, however, 
is not of size, as the fundamentals of any correct sys- 
tem should be applicable to any trust, however small 
and not only to an aggregation of trusts. 

The responsibility, also, of a fiduciary institution 
to the creator and beneficiary of a trust is much 
greater than to its stock-holders, depositors or cus- 
tomers. 

In the order of their importance we should con- 
sider : 

lst. The books, being the final, definite record of accom- 
plished facts, remaining unchanged indefinitely. 

2d. The operation or methods by which such facts are 
recorded, permanent in essentials but changing and expanding 
as the volume of material to be handled increases. 

3d. The operators, that is, those at any given time per- 
forming the duties and acts prescribed by the terms of a 
trust. 


The Books 


The main division in a trust, and consequently in 
any number of trusts, is between: 
The principal account; representing the fixed liability of 

the trustee; and vee 
The income account; representing the transient liability of 
the trustee. 
While the income is derived from the principal, 
no other essential relation exists between these ac- 
counts. The income accounts are actively affected by 
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daily transactions, the principal accounts often remain 
unchanged for weeks; the liability under the principal 
is represented by the value of the trust, the liability 
under the income generally involves merely the receipt 
and disbursement of funds. 

A trust department, therefore, should be thus di- 
vided in respect to all records and operations between 
principal and income. 


PRINCIPAL Account. Each trust should be treated 
and balanced as an entity. The assets of the trustee 
are the invested funds and the principal cash, the lia- 
bility is the total of these quantities due to the trust. 

The main page of the principal account should 
show the controlling balances of the investments, the 
balance and details of the principal cash transactions, 
and the details of the changes in the corpus or total 
of the trust through profits, losses, additions or dis- 
bursements. The original inventory, also, should be 
established on this record. A correct arrangement of 
these divisions will exhibit the history of a trust from 
its inception, and show at all times a balance sheet 
of the account. 

This page should be preceded by an abstract sheet 
presenting the main features and requirements of the 
trust under headings prescribed and printed for that 
purpose and followed by the Investments ‘and Claims 
Record. 

All investments or holdings should be entered on 
this record at inventory or nominal values, and the 
total controlled by the main Principal Account page. 
Par values should also be shown for checking pur- 
poses and, wherever possible, the annual income. On 
a secondary sheet any claims should be shown. 

The different items should be entered in separate 
blocks so that the original inventory value of amount 
shall not be obscured and to indicate, without need of 
research, the transactions and final disposition of the 
various holdings. 


IncoME Account. The income accourts should 
be kept in separate ledgers to eliminate the volume 
of principal accounts when handling and proving. 

An analysis of the debits and credits, made as the 
daily work is entered, will save much labor by auto- 
matically accumulating income tax data and preparing 
regular periodical accountings for copying as the cur- 
rent work proceeds. Many other results can be ob- 
tained through this process when applied to the 
necessities of particular trusts or particular kinds of 
trusts. 


The Operation 


While an outline can be given briefly of the gen- 
eral form and purpose of books, variations in methods 
of operation may be demanded by different circum- 
stances affecting a trust department, such as the num- 
ber of items handled or the nature of the trusts most 
generally managed. 

The common factors in all trust departments, how- 
ever, are probably as follows: 


A. Correct recording of all daily debits and credits 
so as to establish total figures of the changes in the 
various divisions of the accounts. 

B. Accurate posting of the particulars of such 
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debits and credits and quick proof of the resultant new 
balances. 

C. Safe filing or delivery of securities and other 
valuables. 

D. Controlling accounts of invested and uninvested 
assets maintained independently of the department 
and conclusive external verification of all entries and 
transactions. 

E. Preparation of periodical reports and account- 
ings. 

The following remarks will consequently be made 
in the above order: 

A. Correct recording of all daily debits and credits. 

The divisions of the daily sheet or blotter should 
cover at least, the following: 


Debits 


Income received 
To 
Assets 


Principal cash received 
Investments deposited under trust or 
purchased by Trustee 
To 
Liabilities 
Credits 


Income disbursed to beneficiaries or for 
expenses 
Trustee fees collected 
Principal cash disbursed or invested 
| Investments distributed or sold 


Losses or distributions of Total Trust 


To 
Assets 


To 
Liabilities 

This daily sheet is the pivotal point of a department 
affecting all of the detail entries and very largely 
determining by its usage the degree of general effi- 
ciency attained. 

It is the means by which trust officers and chiefs 
of divisions can act most directly upon the books, and 
the most available medium of exerting their influence 
upon every aspect of trust work. This cannot be 
emphasized too strongly. 

As the greater will include the less, an explanation 
of the functions which bookkeeping machines in larger 
institutions may perform when tabulating the current 
work should be evidence of the prime and vital rela- 
tion of this record to the trust work in institutions of 
every size and should suggest ways and means by 
which it could be made effective and useful. 

Through the instrumentality of machines many 
objects can be accomplished by one operation. 

As the items are typed on the blotter and the 
amounts accumulated in the respective computing 
mechanisms, letters or advices of credit for customers 
may be written, checks drawn, and receipts, auditor’s 
stubs, vault tickets, bookkeepers’ debit or credit slips, 
interest maturity cards and index cards simultaneously 
prepared. 

The material can be dictated by the trust officer or 
division chiefs with the knowledge that the transaction 
will be posted with the identical explanation first made, 
and that it will be automatically proved, audited and 
entered on all the necessary subsidiary records. 

A great number of the large business concerns are 
using these processes and there is not the slightest 


Profits or additions to Total Trust 
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reason to suppose that trust departments could not do 
likewise. 


B. Accurate Posting. 

Machine posting is also entirely practicable. The 
date is written, figures posted and extension made at 
a high rate of speed and with absolute accuracy. Debits 
and credits are automatically accumulated for proof 
with the debits and credits of the cash and journal 
sheet or blotter. 


C. Safe filing and delivery of securities. 

The proper safeguard for the filing and the deliv- 
ery of securities is a vault control established by the 
auditor. The vault control must prove with the total 
of invested funds, and must be set up from the tickets 
or receipts depositing or withdrawing securities which 
originate with the cash and journal entries as stated 
above. As the invested funds must necessarily be 
entered at book values the vault control must also be 
based on the same figures. 

The use of par values for convenience in main- 
taining a vault control, except where by the circum- 
stances of the trust the par value is also the book value, 
permits the undetected existence of error or fraud, and 
destroys the circle of a co-ordinated and balanced sys- 
tem. 

D. Controlling accounts independently maintained 
and external verification. 

As explained above, the auditor establishes the con- 
trol of the investments but he should also control the 
uninvested funds and the Total Trust, verifying all 
transactions in these accounts including the conversion 
of uninvested funds into investments and the con- 
version of investments into uninvested funds. 

The various authorizations, orders and receipts 
must reach the auditing department through some di- 
rect channel from the source and not pass through 
the bookkeeping department. 

E. Preparation of periodical reports and account- 
ings. 

With records prepared in the manner and by the 
means suggested herein, it is possible to photograph 
reports and accountings, thus avoiding the laborious 
analyzing and copying required by present methods. 
The feasibility of this practice depends only upon the 
arrangement of the accounts, as the commercial camera 
has been perfected and is in wide use for similar pur- 
poses. 


The Operators 


This term refers to the trust officers and employees 
only in their active relations to the management of 
the department, matters involving judgment or opinion, 
such as legal or investment questions being outside 
the scope of this article. 

As already pointed out, reliance must not be placed 
upon the personalities of the officers and their aides, 
and a genuine joint responsibility must be obtained 
for all official acts and clerical entries in furtherance 
of this idea. This does not mean the attendance of 
two officers at the depositing or withdrawing of se- 
curities, which is wasteful of time and successfully 
obviated by proper vault control and auditing func- 
tions. All other branches of banking are safeguarded 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


December, 1919 


by the checks and balances of boards, committees, 
officers, departments, tellers and bookkeepers all work- 
ing, as it were, against each other, whereas trust de- 
partments and trust officers remain apart and unaf- 
fected by this interplay of activity and accounting. 
As well, the customary examinations of trust depart- 
ments are quite, if not entirely useless, as the usual 
unscientific methods of building up the controlling 
balances render a count and check of the investments 
inconclusive and futile. 

The bookkeepers must be assigned much as. the 
banking force is arranged, those handling the securi- 
ties having no access to, or duties affecting the ledgers. 

The work should be arranged to flow continuously 
through the department in the most direct, and con- 
sequently the quickest, channels. The entries must 
originate with officers, chiefs or seniors, and the list- 
ing and posting of transactions, together with the 
passage of securities into or out of the vaults must 
proceed contemporaneously. 

Thought must be given to the arrangement of 
desks and machines so as to eliminate unnecessary 
movements. Particular attention is required in the 
placing of the blotter machine or machines in order 
to obtain the greatest benefit from their use. 

The auditors should have no duties, either in the 
handling of the securities or the posting of ledgers, 
and should be responsible to the examination com- 
mittee of the directors. 

This concludes a very condensed statement of the 
plan. To be more explicit, however, would only be 
confusing as the requirements of different institutions 
may vary widely in many respects and the detailed 
scheme of operation of one trust department quite 
unsuited for another. 

While reference has apparently been confined to 
fiduciary and personal trusts, the securities handled 
under corporate bond trusteeships and reorganizations 
can be similarly treated and controlled. 

It should also be noticed that no need exists to 
engage the services of special auditors, vault clerks or 
other extra employees in smaller institutions. Other 
clerks can be appointed to perform special functions 
in addition to their regular duties, provided the fun- 
damental rules of operation are not violated. For 
example, a general bookkeeper could act as auditor of 
the trust department and a safe deposit vault custo- 
dian could serve as vault clerk. 

The machine equipment requires a comparatively 
large initial outlay but this is much more than offset 
by the ultimate saving. 

The commercial camera can be utilized in many 
ways by a bank or trust company, its use not being 
limited to a trust department. 

As a guiding rule in considering the installation 
of mechanical devices it is strongly recommended that 
the endeavor should be to adapt the equipment to the 
work and not, as is sometimes the case, to adapt the 
work to the equipment. 

It may be objected that departmental records can- 
not be revised without great labor and expense. The 
amount of such labor and the expense involved, how- 
ever, only increases as time passes until the point is 
reached where radical changes are demanded to make 
the operation of departments safe or profitable. 
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Universal Military Iraining 


By Richard S. Hawes 


President American Bankers Association 


Association went on record in favor of uni- 
versal military training of the youth of the 
Nation and recommended to Congress that suit- 
able laws be enacted to provide for this important 
and very valuable education in the duties and respon- 
sibilities of citizenship for all young men as they 
reach maturity. The Association also called upon its 
members individually in favor of universal military 
training to do their duty in spreading without delay 
full information in every community in order that 
the people might understand the object and results 
to be expected from such laws. 
The late James J. Hill said: 


“Popular government, as we are endeavoring to interpret 
it, is the most momentous experiment in the history of civili- 
zation, and it is yet a grave question whether we are perma- 
nently capable of self-government along the lines upon which 
we are proceeding. 

“Our citizenship is becoming stratified; lines of cleavage 
are forming and unless steps are taken to rectify this trend, 
in my opinion, a crisis will soon be reached that may result 
in fundamental changes in our form of government. 

“Universal training will do more than any other thing 
to safeguard the future and we need it, war or no war.” 


The members of the Association cannot be urged 
too strongly to conduct a campaign of education in 
their respective communities in favor of universal 
training. Our country needs it. It will put the youth 
of the land, whatever their station in life, in a com- 
mon school of democracy from which they will emerge 
better fitted to serve their country in time of peace 
and defend it in time of war. It will broaden their 
vision and give to each a viewpoint of the other. 

The plan for universal military training for defense 
and higher citizenship as proposed by the Universal 
Military Training League is as follows: 


T the last Convention the American Bankers 


Urge Federal 


The Mississippi Valley Convention which was held 
recently at Washington, D. C., adopted unanimously 
the report of its Committee on Highways urging 
Federal aid for highway improvement and petitioning 
Congress to enlarge the Office of Public Roads. The 
Committee was directed to present the petition to the 
Committee on Roads of the House and Senate and 
_— Secretary of Agriculture and the Office of Public 

oads. 

The Convention’s Committee on Highways com- 
prised William G. Edens of Chicago, Chairman; W. M. 
Hayley, Memphis, Tenn.; Robert W. Dunn, Chicago; 
N. T. Sharp, Corinth, Miss. ; W. Palmer Clarkson, 
St. Louis, Mo. 


“Make the cantonments universal training schools for the 
building up of better citizens with such instruction, drill, 
training and discipline as will unify our people, wipe out 
the red flag, instill patriotism, develop health, clean living 
and high thinking. 

“Enroll and physically examine every boy as he enters 
his nineteenth year. Those physically defective to have the 
needed remedial treatment by the parent, if able; if not, by 
the government, for the purpose of restoring him to health. 
All boys to be required to take a six-months’ course in the 
Federal training schools at the cantonments under the co- 
operation of the drill master and the schoolmaster. At the 
end of the required period of training the boy is to have 
the privilege of remaining three months longer to pursue 
his education and preparedness work. The boy to be paid 
$5.00 a month for pocket money and not to be allowed to 
receive funds from home, thus putting all upon the same 
footing. There should be a commission to advise with the 
government and work out the best plan to carry forward 
the educational and vocational work contemplated, the pur- 
pose of which shall be the development of better citizenship, 
the safeguarding of our future in case of war, the Americani- 
zation of our foreign element, and the creation of a better 
understanding among the people—a merging of the classes 
and the masses.” 


Prompt action by Congress is necessary and there 
should be developed in every community a sentiment 
for universal training which will make itself felt 
by members of Congress. The American Legion has 
indorsed universal military training and the bankers 
should do their share in fostering such a sentiment 
and see to it that members of Congress are called upon 
to take the matter up promptly and pass a suitable 
law upon the subject. 

The headquarters of the Universal Military Train- 
ing League are in Chicago at 1322 First National Bank 
Building, where the necessary literature can be ob- 
tained without charge. 


Aid for Roads 


In its report the Committee stated: “No more 
effective object lesson for the inspiration to patriotic 
endeavor on the part of our citizenship is presented 
than that of the national and local governmental 
agencies working together in the task of providing 
roads usable all the year round for the marketing of 
the products of the fields, forests, mines and streams 
where millions toil daily. Primary use of roads is 
basically a local problem and the extension of help 
by Federal and state legislation is a demonstration of 
the interest of all the people in the economic and so- 
cial needs of the man at either end of the road and 
in the comforts of his family.” 
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Service by Savings Bankers 


Real Test of an Institution is the Character 
of Service it Renders to its Depositors 


By S. Fred Strong 


President Savings Bank Section, American Bankers Association, 
Treasurer Connecticut Savings Bank, New Haven, Conn. 


more he himself will profit, applies with special 
force to the banking profession. 
The banker has just one thing to sell to 
the public—Service. 

Practically every business man when called upon 
can show samples of his goods to prospective cus- 
tomers, but the banker can point only to his satisfied 
customers. 

Service is, of course, what makes satisfied cus- 
tomers. That is why we must specialize in satisfactory 
service. 

Many people still object to the word “servant.” 
It confers an unpleasant idea to many, and for this 
reason we talk about those who serve us as “help” or 
“associates,” or something else—anything to avoid the 
use of that terrible word “‘servant.” 

Whether we realize it or not, every one is a servant 
of some kind. Just as the President is the chief servant 
of the American people, so everyone, no matter what 
line of work he may be doing, is serving someone else, 
and upon the quality of service he renders depends 
whether he is a profitable or an unprofitable “servant.” 

Not long ago, I was shown a letter written by a 
prominent public man to a close friend of his. From 
every standpoint by which we judge a man’s standing, 
the writer was the superior of the man to whom he 
wrote, and yet he ended his letter: “Your affec- 
tionate servant and friend” and, what is more, he 
meant exactly what he said. He was writing about 
some service he had been privileged to render and he 
had no false pride about him. 

It was from the same viewpoint that one of the 
greatest writers of the past century, in alluding to cer- 
tain great historical characters, could find no better 
compliment for them than to call them “headservants 
of the human kind.” Again, who does not remember 
the gallant old King of Bohemia, who upwards of 
eighty years of age and stone blind, led his troops into 
battle and died beneath his banner, which bore the 
proud motto “I serve.” 

Service is, therefore, at once a duty, a privilege and 
an absolute necessity for each and every one of us. 
What is true of an individual is, of course, true also 
of an institution. Whether it be a bank or any other 
business establishment, its work and success are merely 
the reflection of the personality of those who guide 
its destiny. 

Therefore, the very first duty of a bank is to realize 
the fundamental truth of that saying, “They profit 
most who serve best.” 


T= old saying that the better a man serves, the 


Service Function in Banking 


Of course, we all know that the modern bank is 
essentially an institution upon whose services the suc- 
cess of a community largely depends. And yet, while 
banking is one of the very oldest of the professions, 
it is only within comparatively modern years that the 
services of banks have been extended to include every 
member of the community. 

In former days, a bank was an institution that was 
chiefly patronized by the rich; whereas, today cus- 
tomers of an up-to-date serviceable bank come from 
every walk in like and the small deposits of the work- 
ingman are just as welcome as the large accounts of 
the wealthy. The manufacturer, the merchant, the 
storekeeper, the professional man, the farmer—in fact 
every worker in every walk of life can benefit from 
making use of the service and facilities of the bank, 
which now is fundamentally no different from any 
other place of business, and is just as necessary a part 
of daily life as the grocery store, the bakery, the 
meat market, or any other place which deals with the 
necessities of life. 


Savings Banks to Be Aggressive 


Now the first great service of a bank is to protect 
the money of its community. That is why savings 
banks are perhaps closer to the people than any other 
form of financial institution. And while I am at this 
point, I want to emphasize the fact that it is a matter 
of civic duty for a savings bank not only to accept 
deposits and protect them, but very vigorously to go 
after them. A bank which adopts the attitude which 
says: “I am here and if you want to use me you can 
do so at any time that suits your convenience,” is to 
fail signally in the performance of its duty to render 
the best possible service to its community. Hundreds, 
indeed thousands of people need to be taught the 
meaning of saving money, particularly of systematic 
saving. They need to have that idea constantly ham- 
mered into them. That is why a savings bank cannot 
serve its community to the best of its ability unless it 
is a forceful, consistent and efficient advertiser. 


Bank Service to Depositors 


Having secured a depositor, the real service of a 


bank has only begun. Formerly banks sometimes 
adopted an extremely lofty attitude towards customers 
in general, seeming to think that they did the cus- 
tomer such a favor by accepting his business at all 
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that he ought to be thankful to be allowed to come 
into the institution to leave his money. Often, there 
was an air of studied indifference towards the general 
public on the part of those at the top, and this, of 
course, was copied with more or less success by the 
employees. 

Some banks seemingly would attempt to compete 
with the local cold storage plant in the manner in which 
they strove to freeze the atmosphere in the institution. 

Such an attitude is about as far removed as possible 
from our understanding of “service,” and yet some 
old-time bankers tried to go through life as though the 
world and their depositors had been created to sit at 
their feet. They would wonder why their magnificent 
institution was being left behind in the onward march 
of business. 

Service to depositors, therefore, means a great deal 
more than providing safety and routine facilities. 
Every self-respecting bank naturally does this, but it 
is only the beginning. Service goes much further 
and includes every endeavor to.meet depositors in a 
friendly human sort of way from the moment that they 
enter the institution. 

More than surplus, more than years of experience, 
more than marble, mahogany and steel—in fact, more 
than anything else pertaining to the welfare and suc- 
cess of a savings bank, is the opinion which its deposi- 
tors have of its service. 

A bank’s friends are its best advertisers. There- 
fore, every banker both for himself and for every one 


Interest Rates and 


The actual relation of credit conditions to prosperity 
is well-known to bankers, but too often overlooked. 
That cheap credit is normally the result and not the 
cause of prosperity is usually granted as a matter of 
economic principle. It applies to individuals ;—also 
to classes, to sections and to nations. 

Vere C. Brown, Superintendent of Central-Wes- 
tern branches of the Canadian Bank of Commerce, 
recently gave some well-considered expressions on the 
effect of this basic principle upon the question of rural 
credits. His illustrations are drawn from conditions 
in Manitoba. Perhaps like results would be obtained 
by examining other interests. 

In the case of Manitoba farmers, Mr. Brown col- 
lects under three heads the conditions which call for 
rectification, as follows: (1) high interest rates, (2) 
high cost of implements and supplies, (3) inefficiency 
of farming methods. He then considers the relative 
importance of these handicaps from the viewpoint of 
the quarter section farmer. with these results: 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


299 


of his employees should realize more fully than ever 
before the absolute importance of placing service ahead 
of every other consideration. 


The American Bankers Association 


The American Bankers Association was organized 
for the mutual benefit and protection of the bankers 
of the country and their depositors. During its exist- 
ence it has rendered many important services to its 
members. 

Its numerous committees keep in close touch with 
what is going on in the various branches of banking 
and each member has the fullest benefit of the result 
of the experience of all the members. The Association, 
through its annual convention, brings the bankers to- 
gether for the exchange of ideas on subjects of gen- 
eral interest and, in addition to promoting better bank- 
ing methods, it also promotes good fellowship and a 
broader understanding of the problems which we have 
to face. 

It is only natural that I should be an enthusiastic 
advocate of membership in the American Bankers 
Association. From every possible standpoint, member- 
ship is a most valuable asset to any financial institu- 
tion. The Association knows how to serve its mem- 
bers and is very distinctly a successful exponent of the 
modern idea of service, which is, of course, mutual co- 
operation. 


Farming Methods 


Average mortgage $1,500, normal interest rate 7 per 
cent., under Farm Loan Act 6 per cent., saving.. 


Average bank loan $500 at 8 per cent. If obtained at 
6 per cent., saving 


Purchase of implements, twine, merchandise, might 
reach $350. By abolition of tariff and through 
improved purchasing methods might reduce 10 
per cent., saving 


Inefficiencies of farming methods, although within the 
farmer’s control, produce great losses. Expert 
estimates that even better seed grain would in- 
crease yield 5 bushels per acre 
These possible gains to the farmer are related re- 

spectively as are 3, 2, 7, and 88. 

The further proportionate improvement by the low 
credit farmer would result in other increases in agri- 
cultural prosperity and other decreases in interest 
rates and the cost of goods. Also, if able to take 
cash discounts, the position of general merchants 
would be improved and the advantage would be felt all 
along the line of commercial activity. 


= 
$15.00 
35.00 


Fred. E. Farnsworth Retires 


Col. Fred. E. Farnsworth, General Secretary of 
the American Bankers Association since October, 
1907, relinquishes that office January 1, 1920, to as- 
sume his new duties as president of the Bankers 
Statistics Corporation of New York. 

At the annual convention of the Association at 
St. Louis, October 2, 1919, when Colonel Farns- 
worth announced that he was not a candidate for re- 


proficiency in the art of handling men which quali- 
fied him so ideally for the position of executive head 
of the American Bankers Association. His work 
carried him into every state of the Union and 


brought him in contact with the bankers of every 
section, so that he probably enjoys an intimate 
acquaintance with more bankers in the United States 
than falls to the lot of the average person, whether 


Frep. E. FARNSWoRTH 


election, the convention passed resolutions express- 
ing its appreciation for his work in building up the 
Association to its present high standard. During 
the twelve years of his incumbency the membership 
of the Association rose from 9,251 banks to approx- 
imately 20,600 (at the present writing), the Legal 
Department was established, the Protective Depart- 
ment, the Library, the JouRNAL, and the numerous 
other activities of the Association which have be- 
come so firmly established as part of its work as to 
seem commonplaces. 

Colonel Farnsworth was born in Detroit, Mich., 
sixty-seven years ago. He grew up with Detroit 
and was a well-known figure in its business, political 
and banking life. In that environment he acquired 


occupying an official position or not. He has been 
a familiar figure for years at bank conventions. 
Three years ago Colonel and Mrs. Farnsworth cele- 
brated their twenty-fifth wedding anniversary, at 
their country home, Huntington, Long Island. 

In leaving the Association which he has so faith- 
fully served, Colonel Farnsworth carries with him 
the respect and regard of his legion of friends, who 
wish him all success in his new enterprise. 

Guy E. Bowerman, Commissioner of Finance of 
the State of Idaho, who has been chosen to succeed 
Colonel Farnsworth as General Secretary, will ar- 
rive at New York to take up the duties of his office 
about January 1. 
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Foreign Credits Conference 


A. B. A. Representatives Have a Meeting with Delegates of 
the Foreign Missions to the International Trade Conference 


By William F. Collins 


Secretary Commerce and Marine Committee, 
American Bankers Association 


extension of credits abroad took place in New 

York City, November 22, between delegates of 

the Foreign Missions to the International Trade 
Conference, which was held in Atlantic City in Octo- 
ber, and members of the Sub-Committee on Foreign 
Credits of the Committee on Commerce and Marine 
of the American Bankers Association. The meeting, 
which apparently was mutually informing, developed 
the suggestion from President Hawes of the Asso- 
ciation that an international conference of bankers 
might be held early in 1920, if circumstances made 
it advisable, on the extension of credits abroad. 
The Sub-Committee apprised the foreign delegates of 
the adoption by the Sub-Committee of two resolu- 
tions, the first relating to efforts on the Sub-Commit- 
tee’s part to induce the government to extend credits 
to cover freight charges on government shipping 
engaged in transporting needed supplies to Europe, 
and the second stating that, in the Sub-Committee’s 
opinion, the American Bankers Association should 
prepare itself at once to take its fitting part in the 
matter of extending credits to Europe. 

The Foreign Missions were represented at the 
meeting as follows: 

The Mission from Belgium: Professor Paul Van 
den Van. 

The Mission from France: M. Eugene Schneider, 
chairman; M. le Baron du Marais, vice-chairman ; 
M. Boyer, M. Loizeau and M. Pesson-Didion. 

The Mission from Great Britain: Marshall Stev- 
ens, M. P., and George Berks, secretary. 

The Mission from Italy: Commander Professor 
Bernardo Attolico, Commander Giorgio Mylius, Chev- 
alier Giovanni Fummi and Dr. [ldo Marchisio. 

The representatives of the Sub-Committee on for- 
eign credits were Richard S. Hawes, vice-president of 
the First National Bank in St. Louis, St. Louis, Mo., 
and President of the American Bankers Association ; 
Thomas B. McAdams, vice-president of the Merchants 
National Bank, Richmond, Va., and Second Vice-Pres- 
ident of the American Bankers Association and John 
McHugh, vice-president of the Mechanics and Metals 
National Bank, New York City, and Chairman of the 
Committee on Commerce and Marine of the American 
Bankers Association. Mr. McHugh presided. 

The Chairman in his opening remarks referred 
to the present American financial situation with regard 
to the extension of credits to Europe; spoke of pend- 
ing legislation, the enactment of which he hoped might 
facilitate organization for the extension of such credits 
on a comprehensive scale, and emphasized the part 


. CONFERENCE on the general subject of the 


which the American Bankers Association might prop- 
erly take in such organization, reading in this connec- 
tion, extracts bearing importantly on the subject, from 
the report made by the Committee on Commerce and 
Marine to the American Bankers Association at the 
Association’s recent annual convention. There fol- 
lowed general discussion, President Hawes and Vice- 
President McAdams of the Association participating, 
with the Chairman calling, in turn, upon the members 
of the various Foreign Missions to express their opin- 
ions. 

Mr. Stevens of the British Mission brought up 
Europe’s need of coal, and dwelt particularly on the 
necessity, as he saw it, of some arrangement speedily 
being consummated by which temporary credits, based 
upon European securities, could be given to cover 
freight charges on supplies shipped from America to 
Europe. His views on this matter of credits to cover 
freight charges was supported by other foreign dele- 
gates. 

Various foreign delegates referred to the European 
exchange situation, then existing, as extremely seri- 
ous. Among the matters brought up by the foreign 
delegates were the questions of participation by Euro- 
pean governments in facilitating the extension of 
American credits abroad; the part of the War Finance 
Corporation in the extension of credits; the creating 
of an intermediate banking corporation, operating in- 
ternationally, as an agent in the extension of credits; 
and European securities which might be used as a 
basis for credits extension. 

President Hawes’s suggestion for an international 
conference of bankers was that it might be held in 
New York City between one or two representatives 
of each of the great foreign banks and ,representative 
American bankers from each of the Federal Reserve 
Districts, called together by the American Bankers 
Association. This, of course, would be in consonance 
with any general plans for extension of credits abroad, 
such, for example, as those being worked out by the 
National Committee on European Finance. 

This suggestion was received with favor by the 
foreign delegates and the representatives of the Sub- 
Committee, the delegates and the Sub-Committee rep- 
resentatives also approving President Hawes’s added 
suggestion that it would be advisable for communica- 
tions to be continued between the organizations of 
the Foreign Mission, through their secretaries, and 
the Foreign Credits Sub-Committee, through the Sec- 
retary of the Committee on Commerce and Marine of 
the American Bankers Association, 5 Nassau Street, 
New York. 
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President Hawes spoke of the desire of the Ameri- 
can Bankers Association to facilitate, in every proper 
way the extension of credits to Europe; referred to 
the vitally important part that the bankers of the 
country, functioning through such a medium as the 
American Bankers Association, would naturally take 
in any such extension of credits and emphasized the 
fact that the investing public of America must be 
interested, through the bankers, in foreign securities 
to ensure the success of large extension of credits. 

The Sub-Committee’s two resolutions, of which the 
foreign delegates were informed, were 

“Resolved, That the Sub-Committee use its best 
efforts to induce the Government, through the proper 
channels, to extend credits to cover freight charges 
on Government shipping engaged in carrying needed 
supplies to Europe.” 

“Resolved, That, the American Bankers Associa- 
tion, in the opinion of the Sub-Committee on Foreign 
Credits of the Committee on Commerce and Marine of 
that Association, should prepare itself at once to take 
its fitting part in the matter of extending credits to 
Europe. Highly important in this connection is the 
furthering in every possible way of increased American 
production. This is essential not only to the profitable 
employment of our farms and industries with resulting 
supplies in sufficient volume to decrease the cost of 
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living, but also to the providing of materials and goods 
for foreign purchasers. It is the keynote of national 
prosperity. 

“There should be organization at the earliest pos- 
sible moment, on a nation-wide basis, for making 
needed financial advances in the form of protected 
credits to European countries. If this is not done, 
the purchasing power of Europe inevitably will de- 
cline to new low levels, as registered in figures of 
exchange unfavorable to Europe; and the market 
abroad for American products will be automatically 
checked to a corresponding degree. Such organization 
should be well equipped for its task, thoroughly re- 
sponsible, and with ample capital, and with it American 
producers, manufacturers, exporters and _ bankers 
should be identified. If it is not on sufficiently large 
lines, it is apparent that its work cannot be satisfac- 
torily carried through. 

“The banks of the country can be effective agents 
in the attainment of this. But there must be well- 
directed co-operation on the part of industry and busi- 
ness generally to bring this about. The Sub-Committee 
stands ready by every means in its power to educate 
public opinion in this direction and to develop practical 
machinery for handling a situation which it is of the 
utmost urgency to have clearly understood and ade- 
quately and promptly met.” 


The Distribution of Wealth 


In an address delivered before the Society of Effi- 
ciency Engineers at Cleveland recently, George E. 
Roberts, vice-president of the National City Bank of 
New York, pointed out that many of the labor diffi- 
culties are due to the fact that the workingman does 
not understand that the distribution of wealth is not 
to be measured by ownership or income, but by con- 
sumption. Mr. Roberts’ remarks were, in part, as 
follows : 

“Wealth is of two general classes. There is what 
is known as ‘consumable goods,’ consisting of things 
that are consumed or used directly, such as dwellings 
and furnishings, food, clothing and such like. The 
other class of wealth consists of property used in the 
production of consumable wealth, such as land and 
factories, or property which renders public services, 
such as railroads and other utilities. Wealth of this 
second class is not to be valued by itself. It exists, 
not for itself, but to produce a flow of goods and ben- 
efits, and all the value comes out in the flow. The 
value of a farm, aside from the fact that the farmer 
lives on it, is for the crops it will yield; the value of 
a factory is for the goods it will turn out; and the 
real distribution of benefits from all productive prop- 
erties is in the distribution of the goods they produce 
or the services they render. And right here is where 
nine-tenths of the misunderstanding over the distri- 
bution of wealth arises. The right place to measure 


the distribution is not at the point of ownership, or 
production, but at the point of consumption. The 
great consuming public is the chief beneficiary from 
increasing production. 

“The whole radical argument is based upon the 
idea that all the wealth employed in industry benefits 
nobody but the owners. It proceeds upon the theory 
that all the increasing supply of goods and services 
resulting from the investment of private capital is 
absorbed and consumed by the capitalists. It assumes 
that nobody gets any benefit from the progress of in- 
dustry but the property owners. It is like claiming 
that nobody ever got any benefits from the develop- 
ment of the steam engine but the owners of engines; 
that nobody has benefited from the building of rail- 
roads but the owners of railroad shares; that nobody 
has been interested in the development of the textile 
industry but the manufacturers, and so on around the 
circle of industries. Thé position only needs to be 
stated to make the fallacy apparent.” 

Mr. Roberts further said that the investment of 
capital in industrial plahts to make increased production 
possible has raised the level of social life far above 
what it was before capital became an important factor 
in industry, and referred to India and China as ex- 
amples of the state of society where capital is not a 
factor in industry. 
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Administrative Committee Meeting 


The Administrative Committee of the American 
Bankers Association held a meeting in the general 
offices at New York, Thursday and Friday, November 
20 and 21, 1919. The following were present: 

Richard S. Hawes, President of the Association ; 
Robert F. Maddox, Ex-President; Thomas B. Mc- 
Adams, Second Vice-President; C. J. Bell; John F. 
Hagey; Major Lynn H. Dinkins, President Trust 
Company Section; S. Fred Strong, President Savings 
Bank Section; Walter W. Head, President National 
Bank Section; J. W. Butler, President State Bank Sec- 
tion; General Secretary Fred. E. Farnsworth; and 
General Counsel Thomas B. Paton. The only absentee 
was First Vice-President John S. Drum who sent 
his regrets. 

Among the numerous important matters acted on 
by the Committee was the adoption of the following 
resolution : 

“Whereas, An early absorption of United States war bonds 


by permanent investors is essential to a sound commercial and 
industrial development; and 

“Whereas, The conditions of our export trade, foreign 
exchange and the general wish to maintain American wage 
levels, require a prompt establishment of intensive production, 
essential for which are liberal supplies of capital for plant 
investment, adequate industrial housing and working capital; 
and 


“Whereas, We recognize the necessity for a Federal income 
tax as the most equitable and effective plan of taxation for 
financing the war emergency, but fully realize that both its 
equity and effectiveness will be destroyed in such proportion 
as those most able to pay are allowed to obtain tax exemption 
by purchase of governmental instrumentalities and withdrawal 
from investment in private low-rate securities; 

“Therefore, Be it Resolved, That the Administrative Com- 
mittee of the American Bankers Association note with alarm 
the absorption of funds available for long-term investment by 
local improvement, general municipal and other tax exempt 
securities—and we hereby disapprove of any new national 
legislation looking to the issue of additional tax exempt securi- 
ties.” 


The Administrative Committee also elected a suc- 
cessor to General Secretary Farnsworth, resigned, in 
the person of Guy E. Bowerman of St. Anthony, Idaho, 
as announced in the November JouRNAL. 

The Committee had under consideration the mat- 
ter of the 1920 convention of the Association for 
which the city of Washington, D. C., had extended 
an invitation. The dates suggested were between 


October 15 and 30. The Washington bankers were 
thanked for their invitation and it was decided to leave 
the investigation of this matter to the new General 
Secretary for report at the January meeting. 

The Committee appointed by President Hawes to 
inquire into the advisability of making economies in 
the publication of the Annual Proceedings recom- 
mended a number of changes which were unanimously 
approved, and which will result in a substantial saving 
to the Association. 

The Administrative Committee extended a vote of 
thanks to the Library Committee for its excellent work. 
The Library Committee recommended the further de- 
velopment of the library “as a bureau of information 
and not a mere storehouse for books.” 

The Administrative Committee approved a sugges- 
tion from the Savings Bank Section to consider the 
work of National Thrift Week in accordance with a 
resolution of the St. Louis convention, and further 
approved of the recommendation to notify all clearing 
houses and through them all banks of the desirability 
of organizing local work for the largest possible re- 
sults from “Bank Day,” January 17, 1920. 

The Administrative Committee referred to the 
Federal Legislative Committee for action the following 
communication from the State Bank Section: 

“At its recent convention in St. Louis, the State 
Bank Section passed a resolution urging that state- 
chartered banking institutions that are members of 
the Federal reserve system should be eligible to des- 
ignation as government depositories. 

“Under the circumstances, the State Bank Section 
respectfully requests that the Administrative Com- 
mittee of the American Bankers Association shall use 
the legislative machinery of the Association to obtain 
legislation by Congress that will authorize the desig- 
nation of state-chartered member institutions as gov- 
ernment depositories. The State Bank Section would 
particularly appreciate the support of the National 
Bank Section in obtaining such legislation.” 

At the suggestion of President Hawes it was de- 
cided to invest some of the funds of the Association 
in the hands of the Treasurer, which were drawing 
only two per cent. interest per annum, in United States 
government certificates of indebtedness maturing Sep- 


tember 15, 1920. 


“See America First” 


The following resolution was unanimously adopted 
by the American Bankers Association in convention at 
St. Louis, Mo., October 1, 1919: 

“We, as representatives of the American Bankers 
Association coming from the great scenic Northwest 
feel like calling the attention of the public to what 
America has to offer to tourists in the way of fine com- 
fortable travel, sight-seeing and adequate hotel facil- 
ities in our own country, and therefore be it 
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“Resolved, That 
tourists to ‘See America First’. 

The resolution was signed by: 
Portland, Ore.; H. W. MacPhail, Raymond, Wash. ; 
George L. Ramsey, Helena, Mont.; James Ringold, 
Denver, Colo.; H. L. Hopkins, Clark, 
Irish, Fargo, N. D.; J. W. Wheeler, St. Paul, Minn. ; ; 
Geo. W. Perry, Sheridan, Wyo. ; Walter E. Miller, 
Nampa, Ida.; L. H. Farnsworth, Salt Lake City, Utah. 


encourage 


E. G. Crawford, 


303 


Political Control of Finance 


Menace of Tax Exemption—Nullification of the 
Income Tax—Hardship on Private Borrowers— 
Effect on Market for Taxable Securities 


By Kingman Nott Robins 


Treasurer Associated Mortgage Investors, Rochester, New York. 


other than the public finances of the United 
States is repugnant to our institutions find a 
startling challenge in much of the legislation 
recently enacted and proposed, both Federal and state. 

Until very recent years the Government, both Fed- 
eral and state, has adhered quite consistently, in finance 
at least, to the principle that government should under- 
take only what private enterprise and initiative cannot 
effectively accomplish. Legislation heretofore, like 
the National Bank Act and the Federal Reserve Act, 
were designed to strengthen the hand of private en- 
terprise and to stabilize it rather than to supplant it 
by government controlled and maintained agencies. 

Recent paternalistic tendencies in government, 
however, have manifested themselves in matters of 
finance as in other activities, and we find government 
maintained and controlled agencies already in the field 
or proposed in nearly all fields of banking. 

There are many who regard these tendencies with 
distrust, apart from the economic effects, solely on 
account of the danger of allowing political control of 
the purse strings of the country’s enterprises. This 
danger would seem to be self-evident. There are 
others who see reasons for the government undertak- 
ing any enterprise which it may be able to conduct 
more effectively for the public good than private man- 
agement. There can, however, hardly be any who 
would in so many words advocate government enter- 
prise in banking regardless of whether it serves the 
public more efficiently and economically or not. 

And yet the latter contention seems exactly to de- 
scribe the position of the advocates of much of the 
present paternalistic legislation, when they ask for 
their new schemes special privileges which private en- 
terprise does not ask and cannot in the nature of the 
case enjoy. If those who contend for new systems 
of banks controlled by boards of political appointees 
would be content with a status for those banks free 
of special privilege and subsidy, they might with sin- 
cerity contend that they believed these new banks 
would serve the public better than the present privately 
financed and controlled agencies. But when the sup- 
porters of the new systems demand subsidy and special 
privilege, do they not by that position betray their 
doubts as to the economic soundness of their pro- 
posals, and prove their desire to saddle on the country, 
whether or no, a paternalistic system that will force 
out of business its private competitors, not by superior 
economy and efficiency, but by sheer weight of gov- 
ernment prestige and the use of public monies and 
subsidies ? 


"Tater who believe that political control of 
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Can any scheme be more un-American? Can any 
scheme be more disastrous to the welfare of the coun- 
try than to substitute a privileged political machine 
for our present splendid independent banking system? 

That the menace is real and not imaginary can be 
readily demonstrated by a brief reference to the ex- 
tension of one form of government subsidy as be- 
stowed on its own instrumentalities to the exclusion 
of all private agencies—viz, tax exemption. 


Menace of Tax Exemption 


Tax exemption is as old as our system of taxation, 
but it is only within the last three or four years that 
the policy of tax-exemption has become so great a 
menace to our institutions and our business fabric. 
It threatens : 


1. The very existence of the best features of our 
taxation system, particularly the income tax, 
and 
To give government agencies such an advantage 
over private business in borrowing funds that 
this advantage alone is enough to make a gov- 
ernment monopoly of the government instru- 
mentality thus subsidized. 


The first encroachment of government on this basis 
of special privilege and subsidy in competition with 
private enterprise, was in the field of farm mortgage 
banking, through the creation of the Federal farm 
loan banks. Their success in disposing of their bonds 
to the public at an interest rate about 1 per cent. be- 
low the going average rate on taxable mortgages is 
admittedly owing to the tax-exempt feature, but it is 
enough to give the government agencies a monopoly 
of the field unless they are managed with hopeless 
inefficiency. 

It is now proposed, as above intimated, in bills 
pending in Congress, to extend these subsidized gov- 
ernment agencies into the field of city mortgage bank- 
ing, personal credit banking, and export trade banking. 
The proposed Federal home loan banks, personal 
credit banks, and banks for financing the export busi- 
ness, would potentially occupy, with the existing farm 
loan banks, practically every banking field on a tax- 
exempt basis. Monopolization by these government 
agencies of the banking business of the country may 
not be the aim of the sponsors of these measures, but 
it is certainly a logical possibility, and the least that 
may be said is that these measures provide for a vast 
scheme of unfair competition for the present banking 
interests of the country. 
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There is space here only to suggest the dangers of 
this movement to the banking business. The other. 
dangers, no less alarming, can also be mentioned only 
briefly. 


Nullification of the Income Tax 


The nullification of the income tax is one of the 
most serious results of exempting securities from taxa- 
tion, how serious we may judge from the fact that 
securities already outstanding or authorized, which are 
fully or partially tax-exempt, aggregate nearly $30,000,- 
000,000, or 40 per cent of the total national wealth, 
apart from real estate, in 1912. At the rate we are 
going in the creation of new non-taxable issues, how 
long will it be before the proportion of non-taxable 
personalty will not be 40 per cent. but 50 per cent., 
60 per cent., and more, and the income tax on indi- 
viduals rendered ineffective, except as derived from 
salaries and like earnings? With the proposed reduc- 
tion of taxes on business, as advocated by Secretary 
Glass, the burden will fall increasingly on individual 
incomes. After years of agitation to relieve real 
estate of a burden of taxation that was rapidly be- 
coming unbearable, especially in the large centers, 
and after years of aggravation and inequity in the 
administration of a Personal Property Tax of the old 
type, we have come to the income tax as the most 
equitable and fair and effective means of taxing in 
accordance with the “ability to pay.” We already have 
a Federal income tax and income taxes in several 
states. Tomorrow we shall undoubtedly have them in 
the cities. They are the obvious solution of our prob- 
lem of carrying our growing burden of taxation, for 
all the evidence points to permanently higher levels 
of public expenditure and taxes than before the war. 
The debt of the United States has grown $25,000,- 
000,000 in six years, making the annual interest burden 
alone equal to the total revenue of the government in 
the last pre-war year, and equal to 20 per cent. of 
the estimated annual increase in national wealth. This 
interest burden plus the amortization of the debt plus 
the rapidly growing public expenditures in connection 
with both new and old functions of government, forbid 
any material reduction in the rates of the Federal 
income tax on individual incomes. As for local tax- 
ation—state, county and city—the increase in revenue 
from taxation must be rapid to keep pace with a rate 
of growth in expenditure that is even greater now 
than in the decade 1902-1913, when the increase was 
113.2 per cent. as compared with a growth in national 
wealth for the same decade of only 75 per cent. 

It would be financial suicide to destroy the income 
tax revenue from securities, and put all the burden 
on service incomes and realty, in the face of such a 
situation, and yet that is exactly what we shall be 
doing if we do not at once remove all the tax-exempt 
features of future issues of securities. There may 
be a Constitutional question involved in the question 
of making taxable the issues of Municipal and State 
Governments, but no such question affects the issues 
of the Federal Government and its agencies. 

Canada saw her mistake in making her Victory 
Loan tax-exempt, and her new loan is taxable. Ohio 
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has seen the light, and made her municipal obligations 
taxable within her borders. 


Pusiic Cost oF PRIVATE EXEMPTIONS 


How long will it take the other states and the 
Federal Government to apply common sense and simple 
arithmetic to their financial policies, and to realize that 
the making of any securities tax-exempt robs them 
of far more revenue than can possibly be saved to 
them or their beneficiaries by exemption? The truth 
of this is well illustrated by Congressman McFadden 
of Pennsylvania, in his speech of June 16 last, when, 
in speaking of the operations of the Federal farm 
loan banks, he said: 

We will take the case of a farmer, an Iowa farmer, for in 
that state the average beneficiary of this Government charity 
owns property worth at least $15,000. This farmer has a 
loan at 6 per cent. from some private institution. He replaces 
it by a loan from the Federal farm loan bank of 5% per 
cent. He saves $5. The $1,000 that the farmer receives 
represents a bond bought by a millionaire investor. Being tax 
free, the entire $50 interest that the millionaire investor 
receives on this bond he puts in his pocket instead of giving 
$33.50 of it to the Government, as he would if it came from 
other security. In local taxes this $1,000 bond escapes at 
least $5 additional taxes. Here is the net result of this Gov- 
ernment owned and operated bank scheme as at present run: 


On a $1,000 Loan 


Local government loses various taxes 
American people pay 

To give farmer 

Costs American people 

To give farmer 


(These computations were made when the revenue law of 
1917 was in effect. Under the law of 1919 the cost would be 
greater.—W. E. H.) 

Never in the history of government has there been such an 
obnoxious and vicious example of taxing all the people for 
the benefit of the rich. Never has there been such a vicious 
and unjustifiable example of class legislation. If these farmers, 
owning, on an average, property worth more than $5,000, must 
be the objects of Government charity, then it would cost about 
one-eighth of the present plan to give them the money direct. 

Experience shows the justification for using these 
maximum calculations in the fact that these tax-ex- 
empt securities tend to concentrate in the hands of 
the heaviest tax-payers and are held by them for the 
express purpose of reducing their taxes in the higher 
brackets. The tables of comparative income on tax- 
able and non-taxable bonds show that the large tax- 
payers get as much net income from a 5 per cent. tax- 
free farm loan bond as from a taxable bond yielding 
from 17 per cent. to 22 per cent. It is obvious, by 
comparing these ratios of return with the difference 
in yield on taxable and non-taxable securities at the 
present market price, that the borrower on tax-free 
securities does not gain what the tax-payer saves by 
buying them. Four-fifths, at least, of the tax-payer’s 
saving in taxes is a net loss to the state and its bene- 
ficiaries, on the basis of these reasonable calculations. 


The Hardship on Private Borrowers 


These comparisons of the relative returns to the 
investor on tax-free and taxable securities bring us to 


another serious danger in the present situation. We 


= 
makes. 
Federal Government loses income 
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have seen that a taxable security must pay 17 per cent. 
to 22 per cent. to the millionaire to warrant his pur- 
chase of it in preference to a tax-free bond. Even 
the man with a taxable income of $50,000 to $100,000 
must get from 8 per cent. to 14 per cent. on a taxable 
bond to retain as much net income as he would derive 
from a 5 per cent. tax-free bond. In such a state of 
affairs, what is the corporation or individual who must 
borrow without the government subsidy of tax-ex- 
emption going to do? No staple business can continue 
to pay rates that will compete with these rates we have 
quoted as being necessary to interest the wealthy in- 
vestor in taxable securities. Already we have the 
spectacle of the strongest companies in the country 
paying a gross rate of 8 per cent. for money, while 
the cross-roads village borrows at 5 per cent. Tax- 
exempt municipal securities for 1919 will aggregate 
$600,000,000 according to present estimates. 

The New York State Commission on Reconstruc- 
tion has recommended that urban real estate mort- 
gages to the amount of $40,000 in the hands of the 
holder be exempted in order to save the plight of 
borrowers in the cities, and to relieve the housing 
situation. The president of the largest city mortgage 
company in the country testified that “Investors are 
running away from mortgages and will continue to do 
so (because) government bonds just issued paying 
434 per cent. yield a larger (net) return than 5 per 
cent. and 5% per cent. mortgages.” 

What is true of the unsubsidized borrower on real 
estate mortgages is not less true of other classes of 
borrowers. All private enterprise in the country is 
threatened, for the competition of tax-exempt securi- 
ties has only just begun to make itself felt, and must 
increase as refunding operations become necessary and 
the volume of tax-exempt securities increases. Imag- 
ine the consequences, for example, if railway and 
public utility securities were to be sponsored by the 
government, as is proposed in many quarters, and 
this vast volume of securities made tax-exempt. On 
the other hand, how are these vital services to be 
financed, not only for present but for future needs, if 
they must compete in the market with tax-exempt 
securities ? 


Effect on Market for Taxable Securities 


The final danger to which we would call attention 
here is the effect of this growing volume of tax-ex- 
empt securities on the market price of taxable securi- 
ties. As the quantity of tax-exempt securities increases, 
they will naturally become cheaper through the opera- 
tion of the law of supply and demand. At the same 
time, as the price of non-taxable securities falls, and 
the yield increases with the increase in the supply, 
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these tax-exempt securities must become increasingly 
attractive to the investor. There must consequently 
be a corresponding decrease in the salability of tax- 
able securities, and a fall in their price. This process, 
therefore, must inevitably depress the value of taxable 
securities now outstanding, with disastrous results to 
the holders. No investors will view this impending 
depreciation in taxable securities with more alarm than 
the officials of the savings banks and trust companies. 

We confront an impossible dilemma, fatal both to 
new enterprise and our present business fabric, unless 
an immediate halt is called on the issue of tax-ex- 
empt securities, and outstanding issues retired as 
rapidly as possible. 

This drastic solution of the problem seems so 
obviously necessary as to require no further support. 


SUMMARY AND CONCLUSION 


Briefly summarizing the argument, we find that 
the exemption from tax of the securities of govern- 
ment and government agencies: 

1. Tends to create a governmental monopoly of the busi- 
ness of finance and banking. 


2. Destroys the equitable working of our taxation systems, 
nullifying the income tax and putting the burden on realty 
and those tax-payers least able to bear the burden. 


3. Threatens to make the financing of private business im- 
possible, and 


4. Thereby forces private business to seek Government aid, 
and 


5. Consequently destroys private initiative in business, and 

6. Thus progressively checks all national progress and 
forces the country backward rather than forward. 

Every tax expert and economist in the country 
who has expressed himself on tax-exemption has con- 
demned it. It has no defenders on any pleas but 
those of opportunism or special interest. It is a dis- 
ease of the economic system that began in a small way, 
unobserved by any but experts, but it has now reached 
the acute stage, where the surgeon’s knife is required 
to save the patient. Opiates will only make the case 
worse. The patriotic citizen will operate without 
delay, by supporting every measure to repeal existing 
tax-exemption privileges, and by helping to defeat 
every project for new tax-exempt issues. 

But the elimination of tax-exemption will be a 
victory in the first battle only of the campaign against 
special privilege for political banking. It behooves all 
those who distrust and oppose the paternalistic schemes 
of both political and commercial opportunists to 
analyze their every move, and to combat with intelli- 
gent comprehension of its meaning every measure 
which undermines our institutions and the basis of free 
and equal opportunity for every citizen, which is the 
foundation of our national progress and well-being. 


LF 
4 


LEGAL DEPART MEN 


THOMAS B. PATON, GENERAL COUNSEL 


Banking Corporations Authorized to do 
Foreign Banking Business 


Senate and House Conferees (Nov. 16) and 
adopted by the Senate and House, may be sum- 
marized as follows: 


T's: Edge bill (S. 2472) as agreed upon by the 


FEDERAL CORPORATIONS FOR FOREIGN BANKING 


A new Section, 25a, is added to the Federal Reserve 
Act which provides that “Corporations to be organized 
for the purpose of engaging in international or for- 
eign banking or other international or foreign financial 
operations, or in banking or other financial operations 
in a dependency or insular possession of the United 
States, either directly or through the agency, owner- 
ship, or control of local institutions in foreign coun- 
tries, or in such dependencies or insular possessions 
as provided by this section, and to act when required 
by the Secretary of the Treasury as fiscal agents of 
the United States, may be formed by any number of 
natural persons, not less in any case than five.” 

The bill provides for the signing of articles of 
association and the making of an organization cer- 
tificate to be filed with and approved by the Federal 
Reserve Board. After the Board has issued a permit 
to begin business, the Association becomes a body 
corporate, having the name designated in its organiza- 
tion certificate. 


Powers OF CORPORATION AND RESTRICTIONS 


In addition to general corporate powers, including 
succession for a period of twenty years 

“Each corporation so organized shall have power, 
under such rules and regulations as the Federal Re- 
serve Board may prescribe: 

“(a) To purchase, sell, discount, and negotiate 
with or without its indorsement or guaranty, notes, 
drafts, checks, bills of exchange, acceptances, includ- 
ing bankers’ acceptances, cable transfers, and other 
evidences of indebtedness; to purchase and sell, with 
or without its indorsement or guaranty, securities, 
including the obligations of the United States or of 
any State thereof but not including shares of stock in 
any corporation except as herein provided; to accept 
bills or drafts drawn upon it subject to such limitations 
and restrictions as the Federal Reserve Board may 
impose; to issue letters of credit; to purchase and 
sell coin, bullion, and exchange; to borrow and to 
lend money; to issue debentures, bonds, and promis- 
sory notes under such general conditions as to security 
and such limitations as the Federal Reserve Board 
may prescribe, but in no event having liabilities out- 
standing thereon at any one time exceeding ten times 


its capital stock and surplus; to receive deposits out- 
side of the United States and to receive only such 
deposits within the United States as may be incidental 
to or for the purpose of carrying out transactions in 
foreign countries or dependencies or insular posses- 
sions of the United States; and generally to exercise 
such powers as are incidental to the powers conferred 
by this Act or as may be usual, in the determination 
of the Federal Reserve Board, in connection with the 
transaction of the business of banking or other finan- 
cial operations in the countries, colonies, dependencies, 
or possessions in which it shall transact business and 
not inconsistent with the powers specifically granted 
herein. Nothing contained in this section shall be 
construed to prohibit the Federal Reserve Board under 
its power to prescribe rules and regulations, from 
limiting the aggregate amount of liabilities of any or 
all classes incurred by the corporation and outstanding 
at any one time. Whenever a corporation organized 
under this section receives deposits in the United 
States, authorized by this section, it shall carry re- 
serves in such amounts as the Federal Reserve Board 
may prescribe, but in no event less than 10 per centum 
of its deposits. 

“(b) To establish and maintain for the transac- 
tion of its business branches or agencies in foreign 
countries, their dependencies or colonies, and in the 
dependencies or insular possessions of the United 
States, at such places as may be approved by the 
Federal Reserve Board and under such rules and 
regulations as it may prescribe, including countries or 
dependencies not specified in the original organization 
certificate. 

“(c) With the consent of the Federal Reserve 
Board to purchase and hold stock or other certificates 
of ownership in any other corporation organized under 
the provisions of this section, or under the laws of any 
foreign country or a colony or dependency thereof, 
or under the laws of any State, dependency or insular 
possession of the United States, but not engaged in 
the general business of buying or selling goods, wares, 
merchandise or commodities in the United States and 
not transacting any business in the United States, . 
except such as in the judgment of the Federal Reserve 
Board may be incidental to its international or foreign 
business: Provided, however, That, except with the 
approval of the Federal Reserve Board, no corporation 
organized hereunder shall invest in any one corpora- 
tion an amount in excess of 10 per centum of its own 
capital and surplus, except in a corporation engaged 
in the business of banking, when 15 per centum of its 
capital and surplus may be so invested: Provided 
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further, That no corporation organized hereunder 
shall purchase, own, or hold stock or certificates of 
ownership in any other corporation organized here- 
under or under the laws of any State which is in 
substantial competition therewith, or which holds 
stock or certificates or ownership in corporations which 
are in substantial competition with the purchasing 
corporation. 

“Nothing contained herein shall prevent corpora- 
tions organized hereunder from purchasing and hold- 
ing stock in any corporation where such purchase shall 
be necessary to prevent a loss upon a debt previously 
contracted in good faith; and stock so purchased or 
acquired in corporations organized under this section 
shall within six months from such purchase be sold or 
disposed of at public or private sale unless the time 
to so dispose of same is extended by the Federal Re- 
serve Board.” 

The bill provides that no corporation organized 
under Section 25a shall carry on any part of its busi- 
ness in the United States except such as, in the judg- 
ment of the Federal Reserve Board, shall be incidental 
to its international or foreign business and no such 
corporation until duly authorized by the Board to 
commence business, can exercise any of the powers 
conferred, except such as is incidental and preliminary 
to its organization; nor can such corporation engage 
in commerce or trade in commodities except as spe- 
cifically provided in this section. “Nor shall it either 
directly or indirectly, control or fix or attempt to con- 
trol or fix the price of any such commodities.” Viola- 
tion of this provision will result in forfeiture of 
charter and any director, officer, agent or employee 
who uses or conspires to use the credit, the funds 
or the power of the corporation to fix or control the 
price of any such commodities is liable to fine from 
one thousand to five thousand dollars or imprisonment 
from one to five years or both. 


CAPITALIZATION AND STOCK OWNERSHIP 


The minimum capitalization is fixed at two million 
dollars, one quarter to be paid in before the corpora- 
tion can begin business and the remainder to be paid 
in instalments of at least 10% bi-monthly. The capital 
stock may be increased at any time with the approval 
of the Federal Reserve Board by a vote of two-thirds 
of the shareholders or by unanimous consent, in writ- 
ing, of the shareholders without a meeting or formal 
vote, but any increase must be fully paid in within 90 
days after approval. The capital may be reduced in 
like manner but to not less than two million dollars. 
No portion of the capital can be withdrawn in the 
form of dividends or otherwise. 

Any national bank may invest in the stock of any 
such corporation, but the aggregate amount of stock 
held in all corporations engaged in business of the 
kind described in Section 25a and Section 25 of the 
Federal Reserve Act shall not exceed 10% of the 
subscribing bank’s capital and surplus. 

A majority of the shares of such corporation must 
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at all times be held and owned by citizens of the 
United States, by corporations the controlling interest 
in which is owned by citizens of the United States 
chartered under the laws of the United States or of a 
state of the United States or by firms or companies, 
the controlling interest in which is owned by citizens 
of the United States. 


INTERLOCKING DIRECTORSHIPS 


“The provisions of section 8 of the Act approved 
October 15, 1914, entitled ‘An Act to supplement ex- 
isting laws against unlawful restraints and monopolies, 
and for other purposes,’ as amended by the Acts of 
May 15, 1916, and September 7, 1916, shall be con- 
strued to apply to the directors, other officers, agents, 
or employees of corporations organized under the pro- 
visions of this section: Provided, however, That 
nothing herein contained shall (1) prohibit any direc- 
tor or other officer, agent or employee of any member 
bank, who has procured the approval of the Federal 
Reserve Board from serving at the same time as 
a director or other officer, agent or employe of any 
corporation organized under the provisions of this 
section in whose capital stock such member bank 
shall have invested; or (2) prohibit any director or 
other officer, agent, or employee of any corporation 
organized under the provisions of this section, who 
has procured the approval of the Federal Reserve 
Board from serving at the same time as a director 
or other officer, agent or employee of any other cor- 
poration in whose capital stock such first mentioned 
corporation shall have invested under the provisions 
of this section. 

“No member of the Federal Reserve Board shall be 
an officer or director of any corporation organized 
under the provisions of this section, or of any corpora- 
tion engaged in similar business organized under the 
laws of any State, nor hold stock in any such corpora- 
tion, and before entering upon his duties as a member 
of the Federal Reserve Board he shall certify under 
oath to the Secretary of the Treasury that he has com- 
plied with this requirement. 


LIABILITY OF SHAREHOLDERS 


“Shareholders in any corporation organized under 
the provisions of this section shall be liable for the 
amount of their unpaid stock subscriptions. No such 
corporation shall become a member of any Federal 
Reserve Bank.” 


FORFEITURE OF FRANCHISE 


Violation or failure to comply with any of the pro- 
visions of Section 25a subjects the corporation to for- 
feiture of all its rights, privileges and franchises. Be- 
fore dissolution or forfeiture, however, there must 
be judgment by a court of the United States of com- 
petent jurisdiction upon adjudication of noncompli- 
ance or failure. Each participating director and officer 
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is made liable in his personal or individual capacity 
for all damages which the corporation shall have sus- 
tained in consequence of non-compliance or violation. 
No dissolution shall impair any remedy against the 
corporation, its stockholders or officers for any lia- 
bility or penalty previously incurred. 


VoLUNTARY LIQUIDATION 


Any such corporation may go into voluntary liquida- 
tion and be closed by a vote of its shareholders owning 
two-thirds of its stock. 


RECEIVERSHIP 


The Federal Reserve Board, when satisfied of in- 
solvency of any corporation, may appoint a receiver 
with like power and authority as is now exercised by 
receivers of national banks but the assets of the cor- 
poration subject to laws of foreign countries, must be 
dealt with in accordance with such laws. 


ANNUAL STOCKHOLDERS MEETINGS, REPORTS AND 
EXAMINATIONS 


The bill requires annual meetings of stockholders 
at the home office in the United States; the keeping 
of books containing the names of stockholders, names 
and addresses of Board of Directors together with 
copies of all reports made to the Federal Reserve 
Board. Reports must be made to the Federal Reserve 
Board at such times and in such form as required by 
the Board. Corporations are subject to examination 
once a year and otherwise as deemed necessary by the 
Federal Reserve Board. Cost and compensation of 
examiners, to be fixed by the Federal Reserve Board, 
must be paid by the corporation examined. 


DIVIDENDS 


The directors may declare semi-annual dividends but 
before declaration, one-tenth of net profits of the 
preceding half year must be carried to surplus fund 
until same shall amount to 20% of capital. 


STATE TAXATION 


“Any corporation organized under the provisions of 
this section shall be subject to tax by the State within 
which its home office is located in the same manner 
and to the same extent as other corporations organized 
under the laws of that State which are transacting a 
similar character of business. The shares of stock in 
such corporation shall also be subject to tax as the 
_ personal property of the owners or holders thereof 
in the same manner and to the same extent as the 
shares of stock in similar state corporations.” 


EXTENSION ,OF CORPORATE EXISTENCE 


Provision is made for extension of the period of 
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corporate existence for a term of not more than twenty 
years upon application to the Federal Reserve Board. 


CONVERSION OF INSTITUTIONS DoING ForEIGN BANK- 
ING INTo FEDERAL CORPORATION 


“Any bank or banking institution principally en- 
gaged in foreign business incorporated by special law 
of any State or of the United States or organized 
under the general laws of any State.or of the United 
States and having an unimpaired capital sufficient to 
entitle it to become a corporation under the provisions 
of this section may, by the vote of the shareholders 
owning not less than two-thirds of the capital stock of 
such bank or banking association, with the approval 
of the Federal Reserve Board, be converted into a 
Federal Corporation of the kind authorized by this sec- 
tion with any name approved by the Federal Reserve 
Board: Provided, however, That said conversion shall 
not be in contravention of the State law. In such case 
the articles of association and organization certificate 
may be executed by a majority of the directors of the 
bank or banking institution, and the certificate shall de- 
clare that the owners of at least two-thirds of the cap- 
ital stock have authorized the directors to make such 
certificate and to change or convert the bank or bank- 
ing institution into a Federal corporation. A majority 
of the directors, after executing the articles of asso- 
ciation and the organization certificate, shall have 
power to execute all other papers and to do whatever 
may be required to make its organization perfect and 
complete as a Federal corporation. The shares of any 
such corporation may continue to be for the same 
amount each as they were before the conversion, and 
the directors may continue to be directors of the cor- 
poration until others are elected or appointed in ac- 
cordance with the provisions of this section. When 
the Federal Reserve Board has given to such corpora- 
tion a certificate that the provisions of this section have 
been complied with, such corporation and all its stock- 
holders, officers, and employees, shall have the same 
powers and privileges, and shall be subject to the 
same duties, liabilities, and regulations, in all respects, 
as shall have been prescribed by this section for cor- 
porations originally organized hereunder.” 


CRIMINAL PENALTIES 


The bill contains criminal penalties for embezzle- 
ment, abstraction or wilful misapplication of moneys, 
funds, securities, etc., the issue of instruments without 
authority, the making of false entries, etc. It also 
provides that “Whoever being connected in any ca- 
pacity with any corporation organized under this sec- 
tion represents in any way that the United States is 
liable for the payment of any bond or other obligation, 
or the interest thereon, issued or incurred by any cor- 
poration organized hereunder, or that the United 
States incurs any liability in respect of any act or 
omission of the corporation, shall be punished by a 
fine of not more than $10,000 and by imprisonment for 
not more than five years.” 


Statutes which became a law on October 22, 
1919, has made certain material changes in the 
For the 


Ts amendment to Section 5200 of the Revised 


loaning powers of national banks. 


convenience of national banks and others interested in 
the effect of those changes, there is submitted herewith 
an analysis of the provisions of Section 5200 now in 
force. 


CHARACTER OF LOANS 


(A) Accommodation or straight loans, whether or 
not single name, 


(B) “Bills of exchange drawn in good faith against 
actually existing values.” 
The law expressly provides that this phrase shall 
also include: 

(a) Drafts and bills of exchange secured by 
shipping documents conveying or se- 
curing title to goods shipped. 

(b) Demand obligations, when secured by 
documents covering commodities in ac- 
tual process of shipment. 

(c) Bankers’ acceptances of the kinds de- 
scribed in Section 13 of the Federal 
Reserve Act. 


(C) Commercial or business paper (of other makers) 
actually owned by the person, company, cor- 
poration or firm negotiating the same. 


(D) Notes secured by shipping documents, warehouse 
receipts or other such documents, conveying 
or securing title covering readily marketable 
non-perishable staples, including live stock. 

No bank may make any loan under (D), how- 
ever, 

(a) Unless the actual market value of the 
property securing the obligation is not 
at any time less than 115 per cent. of 
the face amount of the note, and 

(b) Unless the property is fully covered by 
insurance, and in no event shall the 
privilege afforded by (D) be exercised 
for any one customer for more than 
six months in any consecutive twelve 
months. 


(E) Notes secured by not less than a like face amount 
of bonds or notes of the United States issued 
since April 24, 1917, or by certificates of in- 
debtedness of the United States. 


(F) Notes secured by U. S. Government obliga- 
tions of the kinds described under (E), the 
face amount of which is at least equal to 105 
per cent. of the amount of the customer’s notes. 


Interpretation of Loan Limit of National Banks 


(Issued by the Office of the Comptroller of the Currency) 
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The amounts which a national bank may properly 
lend to any one person, company, corporation or firm 
(including in the liability of a company or firm the 
liabilities of the several members thereof), under the 
various clauses of Section 5200, as amended by the 
Act approved October 22, 1919, are stated in terms 
of the percentage of the paid-up and unimpaired cap- 
ital stock and surplus of the lending bank. 


Amounts LOANABLE 


Maximum limit, 10 per cent. of bank’s paid-up and 
unimpaired capital and surplus. 


No limit imposed by law. 


No limit imposed by law. 


15 per cent. of bank’s capital and surplus, in addition to 
the amount allowed under (A) ; or if the full amount 
allowed under (A) is not loaned then the amount 
which may be loaned in the manner described under 
(D) is increased by the loanable amount not used 
under (A). In other words, the amount loaned 
under (A) must never be more than 10 per cent., 
but the aggregate of (A) and (D) may equal, but 
not exceed, 25 per cent. 


10 per cent. of bank’s capital and surplus, in addition 
to the amount allowed under (A), or if the full 
amount allowed under (A) is not loaned, then the 
amount which may be loaned in the manner de- 
scribed under (E) is increased by the loanable 
amount not used under (A). In other words, the 
amount loaned under (A) must never be more than 
10 per cent., but the aggregate of (A) and (E) may 
equal, but not exceed, 20 per cent. 


No limit, but this privilege, under regulations of the 
Comptroller of the Currency, expires December 31, 


1920. 
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SomE EXAMPLES OF WHAT A NATIONAL BANK May LEND aT ANy ONE TIME TO ANY ONE CUSTOMER 


UNDER THE AMENDMENT TO SEcTION 5200, ApPpRovED OcTOBER 22, 1919, ExpreEssED 


(A) Accommodation or straight loans............. 
(D) Notes secured by warehouse receipts, etc....... 
(E) Notes secured by a like face amount of Govern- 


(B) Bills of exchange drawn against actually existing 

(C) Commercial or business paper..............05: 
(F) Notes secured by at least 105 per cent. of U. S. 
Government 


just handed down (December 8) a decision 

in the case of Evans, receiver of the Citizens 

and Screven County Bank v, National Bank 
of Savannah, which will be of interest to banks gen- 
erally. The point of the decision is that a national 
bank may charge interest at the highest legal rate 
allowed by the laws of the state in which it is 
located and may deduct such interest in advance, 
without subjecting itself to the penalties prescribed 
for taking usury, even though the Supreme Court 
of the state in which the loan is made has held that 
interest charges reserved in advance by a state 
bank at the highest permitted rate of interest con- 
stitute usury. Mr. Justice Pitney filed a dissenting 
opinion which was concurred in by Mr. Justice 
Brandeis and Mr. Justice Clarke. 

To briefly review the decision, the national bank 
in question, located in the state of Georgia, had 
discounted certain short-time notes in the ordinary 
course of business, charging therefor at the rate of 
8 per cent. per annum in advance. The National 
Bank Act provides that every association may 
charge on any loan or discount interest at the rate 
allowed by the laws of the state where the bank 
is located and no more. The Georgia Code fixes the 
legal rate of interest at 7 per cent. per annum and 
allows a rate by written contract “in no event to 
exceed 8 per cent. per annum.” It further makes it 
unlawful for any person to charge for any loan “any 
tate of interest greater than 8 per cent. per annum, 
either directly or indirectly by way of commission 
for advances, discount, exchange, or by any contract 
or contrivance or device whatever.” 

Construing the Georgia Code the Supreme Court 


Tie Supreme Court of the United States has 


IN TERMS OF PERCENTAGE OF THE BANK’sS CAPITAL AND SURPLUS 


The Taking of Interest in Advance at 
Maximum Rate by National Banks 


ILLUSTRATION ILLUSTRATION ILLUSTRATION 
1 3 
10% 5% 5% 
15% 20% 15% 
10% 10% 15% 


35% 


35% 35% 


No limit imposed by law. 
No limit imposed by law. 


No limit imposed by law. 


of that state held in 1915, in the case of Loganville 
Banking Company v. Forrester, 143 Ga. 302, that 
charges reserved in advance by a state bank at the 
highest permitted rate of interest on a loan, whether 
short or long time, constitute usury. 

It was contended in the present case that the 
loans in question would have been usurious if made 
in Georgia by an individual or a state bank, and 
that the same rule applies notwithstanding the 
lender happened to be a national bank. But to the 
contrary, it was insisted that the Federal Act per- 
mits national banks to discount short time notes, 
reserving interest in advance at the maximum in- 
terest rate allowed by the state law—in this in- 
stance, 8 per cent. 

The Supreme Court of the United States holds it 
to be the well settled rule that the taking of interest 
in advance by bankers at the maximum rate, upon 
loans, in the ordinary course of business, is not 
usurious, and that the national bank in question 


was not guilty of taking usury. Its conclusions are 
thus summarized: 


“Associations organized under the National Bank Act are 
plainly empowered to discount promissory notes in the ordi- 
nary course of business. To discount, ex vi termini, implies 
reservation of interest in advance; and, under the ancient 
and commonly accepted doctrine, when dealing with short- 
time paper such a reservation at the highest interest rate 
allowed by law is not usurious. Recognizing prevailing 
practice in business and the above stated doctrine concern- 
ing usury, we think Congress intended to endow national 
banks with the power, which banks generally exercise, of 
discounting notes reserving charges at the highest rate per- 
mitted for interest. To carry out this purpose, the National 
Bank Act provides that associations organized under it may 
reserve on any discount interest at the rate allowed by the 
state; and only when there is reservation at a rate greater 
than the one specified does the transaction become usurious. 


Total... | 
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“The maximum interest rate allowed by the Georgia 
statute is 8 per centum. That marks the limit which a 
national bank there located may charge upon discounts; 
but its right to retain so much arises from Federal law. 
The latter also completely defines what constitutes the taking 
of usury by a national bank, referring to the state law only 
to determine the maximum permitted rate.” 

The dissenting justices take the view that the 
purpose of Congress was to place the national banks 
upon a precise equality with banks organized under 
state laws, with respect to interest charges, and 
that where the local law places a higher or lower 
limit upon state banks than upon other lenders of 
money, the same limit should be imposed upon 
national banks. They held that the qualification 
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established by the Forrester case that the reserving 
of interest in advance at the highest permitted rate, 
namely, 8 per cent., is usurious must be deemed to 
be the law of Georgia with precisely the same effect 
as if it had been inserted as an amendment to the 
Code, and that, consequently, the national bank in 
question in knowingly discounting notes and re- 
serving interest at the rate of 8 per cent. per annum 
upon the face of the notes, in violation of the limita- 
tion imposed by the Georgia Code as construed by 
the Supreme Court in the Forrester case, charged 
more than “interest at the rate allowed by the laws 
of the state,” and therefore was guilty of usury 


Legal ‘TTender—Gold Certificates 


BILL providing “that gold certificates of the 
Awzic States payable to bearer on demand shall 

be and are hereby made legal tender in payment 

of all debts and dues, public and private,” and 
repealing inconsistent acts, was introduced in the Sen- 
ate by Senator Smoot on December 2, passed the 
Senate on December 6 and on December 9 was favor- 
ably reported from the Committee on Banking and 
Currency to the House. The purpose of the bill is 
to relieve a marked shortage in notes of smaller de- 
nominations caused by the fact that silver certificates 
have been withdrawn from circulation and the silver 
dollars received in exchange sold as bullion for a 
price above their coinage value. It is stated by the 


Treasury Department that the demand for $1 and $2 
notes is becoming more and more urgent every day. 
The $1 and $2 Treasury notes can be issued only in 
exchange for unfit Treasury notes and Treasury notes 
of larger denominations. The Treasury notes of de- 
nominations above $2 now outstanding total $174,453,- 
466, but these notes are largely retained by the banks 
because of their legal tender quality. It is said that 
these Treasury notes will be released by the banks if 
the gold certificates payable on demand, are made legal 
tender. As these gold certificates can be redeemed 
in gold upon demand there would seem to be no good 
reason why this should not be done. 


Removal of Tax Exemption from Joint Stock 
Land Bank Bonds 


bill (S. 3109) to amend Section 26 of the 
Federal Farm Loan Act by eliminating from 
the tax exemption, bonds of joint stock land 
banks and the income derived therefrom and confining 
the tax exemption of farm loan bonds to those issued 


‘Oy September 30, Senator Smoot introduced a 


by Federal land banks. It is provided that the amend- 
ment shall not apply to joint stock land bank bonds 
issued prior to its taking effect. The bill was favor- 
ably reported on December 8 by the Senate Banking 
and Currency Committee, which in its report states: 


“The Committee on Banking and Currency, to whom was 
referred the bill (S. 3109) to amend section 26 of the act 
approved July 17, 1916, known as the Federal farm loan act, 
having considered the same, report favorably thereon with 
the recommendation that the bill do pass without amendment. 


“This bill removes the tax exemption from the bonds issued 
by the joint-stock land banks. It is the opinion of your com- 
mittee that the tax-exemption privilege should never have 
been extended to these bonds. The accumulation of large 
aggregations of capital, wholly exempt from any and all forms 
of taxation, is wrong in principle and should be discontinued. 
The large taxpayers will gradually absorb these bonds which 
will contribute nothing to the support of the Government. | 

“Four of these joint-stock land banks were chartered in 
1917; 6 in 1918; and 20 in 1919, up to the 31st of October. 
The bonds already outstanding total $46,255,000. The excess 
earnings of some of these banks indicate that they are making 
large profits, and it has been represented to your committee 
that they are likely to encroach upon the legitimate field now 
occupied by the farm-loan banks unless their activities are 
restricted. 

“The Secretary of the Treasury, in a communication to 
your committee, expresses the opinion that exemptions from 
taxation should be withdrawn from future issues of bonds oi 
these banks.” 


The Misuse of the Title “Bank and Trust 
Company” by Private Firms in Texas 


the title of a financial institution conveys to 

the general public the idea of soundness and 

stability and that the institution is one in which 
confidence may safely be reposed. It is, therefore, 
the legislative policy of most of the states to restrict 
the use of such titles to those institutions incorporated 
under special or general banking or trust company 
laws and under the supervision of the Bank Depart- 
ments, and to prohibit the use of such titles by un- 
authorized individuals, firms or corporations. 

In the State of Texas, the Banking Law provides 
the necessary safeguards against unauthorized cor- 
porations using the title ‘ ‘bank” or “trust company,” 
but does not provide sufficient safeguards against the 
use of such titles by private individuals or firms, As 
to corporations the Banking Law provides: 


“Art. 557. It shall not be lawful after ninety days 
from the time this bill takes effect for any incorporated 
bank other than corporations chartered by the United 
States, or trust company, savings bank, or any corpora- 
tions save and except such as are organized under the 
provisions of this act [title], or which take advantage of 
this title, as provided in article 563, or corporations created 
by virtue of the acts of the legislature passed prior to the 
adoption of the constitution of 1876, and now authorized 
to do business in this state, to advertise or. put forth any 
sign as a bank, trust company or savings bank, or in any 
way solicit or receive business as such or as any such, or 
to use as their name, or part of their name or any sign, 
advertising or letterhead or envelope, the word ‘bank,’ 
‘banker,’ ‘banking,’ ‘trust,’ ‘trust company,’ ‘savings bank,’ 
‘savings,’ or any other term which may be confused with 
the name of corporations organized under this title; pro- 
vided, that corporations heretofore organized under the 
general laws of the state, and foreign corporations hereto- 
fore or hereafter authorized to do business in this state, 
authorized by their charters to use such name or parts of 
names, as are hereby prohibited, may continue to use the 
same by using thereafter the words ‘without banking 
privileges.’ Any such corporation violating the provisions 
of this article shall forfeit its charter, or, if a foreign 
corporation, its permit to do business within this state, 
and the attorney general shall, upon information lodged 
with him to that effect, bring an action against such cor- 
poration to wind up its affairs, as now provided by law 
for insolvent corporations, and, in addition thereto, any 
corporation or officer or agent ‘thereof, who shall offend 
against those provisions, shall forfeit and pay for every 
such offense the sum of one hundred dollars per day for 
every day such offense shall be continued, to be sued for 
and recovered in the name of the state, by prosecuting 
attorneys of the several counties, in any court of cognizance 
thereof, for the use of the school fund in the county in 
which such offense shall be committed. 

“This title shall not apply to corporations chartered by 
the acts of the legislature before the adoption of the 
present constitution, and now authorized to do business 
in this state; but such corporations may accept any one or 
more of the provisicns of this title, by complying as to 
such provisions with article 563, and shall, as to the pro- 
visions so accepted, be subject to the terms of this law 
as to reports and examinations. [Id. sec. 76.]” 


Under Article 557, it is seen, it is made unlawful 
for incorporated banks (other than national banks), 
trust companies, savings banks or other corporations, 
unless organized under or subject to the Banking Law, 


Te name “bank” or “trust company” as part of 


to advertise themselves as banks, trust companies or 
savings banks, or solicit or receive business as such. 
In other words, an unauthorized corporation which 
calls itself a bank or trust company subjects itself to 
heavy penalties. As to private individuals or firms 
which are not incorporated however, the Banking Law 
merely provides: 

“Art. 558. It shall be the duty of private individuals 
or firms, engaging in the banking business, to use after the 
name under which the business is conducted the word in 
parenthesis “unincorporated,” and failure to comply with 
this article, shall subject the offender to a penalty of one 


hundred dollars, to be collected in the manner provided in 
article 557. [Id. sec. 76.]” 


Under this last stated article it is entirely possible 
—indeed the thing has happened—for two or three 
private individuals of doubtful financial responsibility 
to advertise themselves as “The Bank and 
Trust Company, Unincorporated,” the word “unincor- 
porated” being printed beneath the title in small and 
hardly noticeable type, and ostensibly but not in reality 
doing a banking business and using the prestige that 
the name of a bank and trust company affords, 
fleece the investing public throughout the country out 
of thousands of, dollars by procuring investments in 
industrial enterprises, represented as money-making, 
but actually worthless. We are reliably informed that 
a “bank and trust company” concern of this character 
in Texas procured some $300,000 through subscrip- 
tions to the stock of an oil company affiliated with 
the so-called bank and trust company, the officers be- 
ing practically the same; that the oil company is in 
the hands of a receiver and that its cash having been 
absorbed by the bank and trust company as fast as 
it came in, there is very little chance of recoupment 
by the investors. 

In view of this weakness in the Texas law in 
failing to protect against the use of the words “bank 
and trust” by irresponsible persons and of the danger 
that like irresponsible concerns may spring up and 
operate to the detriment of the investing public, 
bringing the banking business into disrepute among 
those who fail to distinguish between legitimate banks 
and concerns which merely masquerade under the 
name of a bank, it has been suggested that the Gen- 
eral Counsel of the American Bankers Association 
draft a suitable amendment to the Texas law which 
will remedy the defect and that its passage by the 
Texas legislature be urged by the Committee on State 
Legislation of the American Bankers Association 
through the Texas Bankers Association. The follow- 
ing amendment has accordingly been prepared in ten- 
tative form. 

“Amend Article 558 Civil Statutes of Texas to read as 
follows (new matter in italics; matter eliminated in brackets) : 


“Art. 558. It shall be the duty of private individuals 
or firms, engaging in the banking business, to use after 
the name under which the business is conducted the word 
in parenthesis ‘unincorporated,’ plainly written or printed 
so that the same may be readily read and unmistakably 
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convey the fact that they are not incorporated. It shall 
not be lawful for any private individual or firm unincor- 
porated association of individuals, whether engaged in the 
banking business or not, to use as their name, or as part 
of their name, on any sign or on circulars, advertising, 
letterheads, envelopes or other stationery or in any other 
manner, the word or words ‘bank, ‘banking,’ ‘trust,’ ‘trust 
company,’ ‘saving, ‘savings, ‘savings bank, or any other 
term which would indicate that such individual, firm or 
association is incorporated under this title. The pro- 
hibition of the use of the word ‘saving’ or ‘savings, how- 
ever, shall not extend to any person or association of 
persons who, upon written permission of the Commissioner 
of Insurance and Banking first obtained and upon such 
conditions as said Commissioner may impose, shall con- 
duct a school savings fund, a Christmas savings fund or 
other Thrift fund of like nature. Failure to comply with 
this article shall subject the offender to a penalty of $100 
per day for every day such offense shall be continued to be 
collected in the manner provided in Article 557.” 


In drafting the above, the policy of the Texas Law 
of permitting private individuals or firms to engage in 
the banking business has been recognized and the 
simple object aimed at is to effectually prevent private 
concerns, whether engaged in such business or not, 
from representing to the public or conveying the 
impression through signs, advertising or letterheads 


Opinions of the 


GARNISHMENT OF BANK DEPOSIT AND 
SAFE-DEPOSIT BOX 


Where a bank which carries a general account for 
a depositor and also leases him a safe-deposit box is 
summoned as garnishee by a creditor of such deposi- 
tor, it cannot safely allow the depositor access to the 
safe-deposit box where the depositor’s account 1s in- 
sufficient to satisfy the garnishment, because, being in 
control of the contents of the box, it 1s its duty as 
garnishee to retain exclusive control until discharged 
by the court. 

From Illinois—A matter has been put up to us about which 
we are not entirely clear and will appreciate your advising us 
in regard to same. We have been informed that in a case 
where a bank account has been attached and where the de- 
positor also rents a safety deposit box from us, that where 
the amount of the garnishment is in excess of the amount on 
deposit, we lay ourselves liable in allowing the depositor to 
have access to his safety deposit box, and we are further 
informed that the attaching party will have a right to break 
into the safety deposit box if he deems it necessary to protect 
his claims. 


A general deposit in a bank is, of course, subject 
to garnishment. Commercial National Bank v. Manu- 
facturers Equitable Association, 20 Ill. App. 133. 

Upon the question whether the garnishee process 
will reach property deposited in a safe-deposit box, 
the rule according to the earlier cases was that prop- 
erty or funds deposited in a safe-deposit box could 
not be reached by garnishment proceedings. Wood v. 
Edgar, 7 Cush. [Mass.] 487; Wood v. Edgar, 13 Mo. 
451; Gregg v. Hilson, 8 Phila. [Pa.] 91. But now, 
by the weight of more recent decisions, property de- 
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that the concern is incorporated under the Texas 
Banking Law. The requirement of the present Article 
558 that the word “unincorporated” be used after the 
name, it has been demonstrated, is insufficient as a 
safeguard. The proposed draft, therefore, adds to 
that requirement that said word be plainly printed so 
as to be easily read and it further prohibits the use 
of the words “bank,” “trust company,” “savings bank,” 
and other specified words which might convey to the 
public the impression ‘that the institution was incor- 
porated under the Banking Law. An exception has been 
drafted to permit individuals, under permission of 
the Bank Commissioner, to use the word “savings” 
in the conduct of school savings banks, Christmas 
savings funds and like commendable enterprises, 
The penalty provision has been amended to conform 
to the penalty imposed by Article 557. 

The above amendment has been submitted to the 
officers of the Texas Banking Association and to the 
Commissioner of Insurance and Banking of the State 
of Texas that the same may be considered and, if 
approved, utilized by introduction at the next session 
of the Texas Legislature. 


General Counsel 


posited in a safe-deposit box of a bank or safety deposit 
company is the depositor’s property in the hands of 
and in charge of the bank or safety deposit company, 
and, in an action against the depositor, the bank or 
company may be garnished therefor. 

In Washington Loan & Trust Co. v. Susquehanna 
Coal Co., 26 App. D. C. 149, in which a trust com- 
pany was garnished, it was held the company was not 
exempt from liability to answer interrogatories as to 
whether or not it had in its possession, or under its 
control, a safe-deposit box standing in the name of 
the defendant. On this point the court said: ‘“Prop- 
erty of a defendant in a safe-deposit box of a trust 
company is either in the possession of the defendant, 
or in the possession of the trust company. If it is in 
the possession of the defendant, under the Code, it 
appears liable to attachment and execution. If it is 
in the possession of the trust company, such company 
may be garnished therefor, as in possession of personal 
property of the defendant capable of being seized and 
sold on execution. A mere device to guard from in- 
trusion the defendant’s property in the vault of the 
trust company neither devests the defendant of his 
property, nor releases the company from its charge 
of defendant’s property. There is no magic in two 
keys, a master key and a customer’s key, to put prop- 
erty belonging to a‘ defendant in an attachment be- 
yond the reach of creditors and the process of the 
courts.” 

In Tillinghast v. Johnson [R. I. 1912] 82 Atl. 788, 
it was held that where a garnishee has appeared and 
answered, disclosing that he has in his possession a 
sealed parcel or a locked safety-deposit box, the con- 
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tents of which are unknown to him, the person making 
the affidavit on behalf of the garnishee may be sum- 
moned as a witness; and in connection with the exam- 
ination, under Gen. Laws 1909, Ch. 301, §18, pro- 
viding that the court may determine whether a gar- 
nishee is chargeable, and to what extent, the court 
has power to direct a witness to break the seal of the 
parcel, or to open the safety-deposit box, and disclose 
the contents to the court, in order that it may deter- 
mine the garnishee’s liability. 

In Trowbridge v. Spinning, 23 Wash. 48, 62 Pac. 
125 a bank leased a compartment and box in its safety- 
deposit vaults to a lessee. The bank had no means of 
opening or obtaining access to said compartment and 
box and no knowledge of the contents thereof, but the 
lessee could not open the same until the bank first 
used a key in its own possession. 

A creditor of the lessee having garnished the bank, 
the superior court found that the latter was not in- 
debted to the defendant nor had in its possession or 
control any property or effects of defendant, and dis- 
charged the garnishee. The Supreme Court reversed 
the judgment and held: 

A garnishee in this state must answer not only as 
to his indebtedness to the defendant, but also as to 
the property of defendant in his possession or under 
his control. In this case the garnishee bank had 
control of the contents of the box, for defendant could 
not remove its contents without the consent of the 
garnishee, and while it was impossible for the gar- 
nishee to answer specifically as to the contents, the court 
could inquire as to such contents by examining de- 
fendant as a witness, and by requiring an inspection. 
After service of the writ, it was the duty of the gar- 
nishee to retain exclusive control of the box until 
discharged by the court. 

The Illinois statute provides that a person or bank 
“supposed to be indebted to, or supposed to have any 
of the effects or estate of the defendant in his posses- 
sion, custody or charge,” may be summoned as gar- 
nishee. -Jones and Addington, III. Stat. Annot., Para- 
graph 5936. 

It has been held by the Supreme Court of Illinois 
in National Safe Deposit Co. v. Stead, 95 N. E. 973 
that the relation between the lessor and lessee of a 
safe-deposit box is that of bailor and bailee and that 
the lessor is in the legal custody and control of the 
contents of the box. 

In view of this relation, the conclusion would seem 
to follow that a bank in Illinois which is summoned 
as garnishee by a creditor of its depositor would be 
liable for the contents of the safe-deposit box, in the 
event the depositor’s bank account was insufficient to 
satisfy the attachment, and that in such case it might 
be liable if it allowed the depositor to have access to 
his safe-deposit box and to remove the contents be- 
fore the garnishment was satisfied. I find no specific 
decision in Illinois upon the precise point, but the 
decisions above cited from other states are instructive 
and it would seem to follow, in view of the bank’s 
relation as bailee and that it is in legal custody and 
control of the contents of the box and that a person 
or bank in custody or charge of the effects or estate 
of the defendant is subject to garnishment under the 


statute, that the bank would be liable in garnishment 
proceedings for such contents. 


SALE OF COLLATERAL SECURITY 


Where securities are pledged with a bank under a 
collateral note which authorizes sale, in case of non- 
payment, without notice, either at the New York Stock 
Exchange or at pubic or private sale, the bank is en- 
titled to sell the collateral on the Stock Exchange, 
without notice, in event of non-payment and apply the 
proceeds on the note—A notice given the maker that 
unless the note is taken care of by a certain date the 
collateral will be sold on the Stock Exchange, while 
not legally necessary, is a proper procedure. 


From New York—The following is a copy of the provisions 
contained in a collateral note which we hold: “Having de- 
posited with said bank, as collateral security, fifty shares 
American Telephone & Telegraph Company Stock. With 
authority to sell the same on non-performance of this promise, 
in such manner as they in their discretion may deem proper, 
without notice, either at the New York Stock Exchange or 
at public or private sale, and to apply the proceeds thereon. 
In case of depreciation in the market value of the security 
hereby pledged, or which may hereafter be pledged for this 
loan, a payment is to be made on account, or additional 
approved security given, so that the said market value shall 
always be at least 20 per cent. more than the amount unpaid 
of this note. In case of failure to do so, this note shall be 
deemed to be due and payable forthwith, anything hereinbefore 
expressed to the contrary notwithstanding, and the bank may 
immediately, without notice or demand, reimburse itself by 
sale of the security. It being understood and agreed that if 
such sale be by public auction, the said bank shall be at 
liberty to purchase for its own account the property offered 
at such sale. The foregoing collaterals, and the proceeds 
thereof, shall also be held and treated as collateral security 
for all and any other debts due by the undersigned to the 
said bank, and which may be outstanding and unpaid at any 
time; and all other or further collateral securities which shall 
be either added to or substituted for the above, shall be sub- 
ject to the same conditions and agreements.” 

Will you kindly advise whether, in your opinion, we would 
be justified in notifying the maker that unless this note were 
taken care of by a certain date we should sell the collateral 
on the Stock Exchange and apply the proceeds on the note? 
This matter came up a few days ago and our attorney advises 
us that, in his opinion, this procedure would not be upheld by 
the court, but must follow the provisions of the statute cov- 
ering forclosure of a lien. 


The general rule is that a sale of collateral securi- 
ties can only be made after reasonable notice to the 
pledgor of the time and place of sale, unless such 
notice has been waived by agreement; and a sale 
without such notice constitutes a conversion. (Toplitz 
v. Bauer, 161 N. Y. 325, 55 N. E. 1059; Barber wv. 
Hathaway, 169 N. Y., 575, 61 N. E. 1127; Ogden v. 
Lathrop, 65 N. Y. 158; Nelson v. Edwards, 40 Barb. 
[N. Y.] 279; Boyan v. Baldwin, 52 N. Y. 232; Wheeler 
v. Newbould, 16 N. Y. 392.) 

However, the rule seems to be well recognized that 
a waiver of the requirement of notice of the pledgee’s 
intention to sell, and of the time and place of sale, 
may be made by agreement of parties. (Williams v. 
Hahn, 113 Cal. 475; Loomis v. Stave, 72 Ill. 623; 
McDowell v. Chicago Steel Works, 124 Ill. 491, 16 
N. E. 854; Bryson v. Rayner, 25 Md. 424; Mowry v. 
Wood, 12 Wis. 413.) A waiver of the common-law 
rule of notice is generally made when the parties agree 
upon a special power of sale; for under such a power 
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it is usual either to waive notice of sale altogether, 
or else to provide for a special notice. Such notice 
is waived by giving the pledgee the option to sell at 
private sale. Under authority given a pledgee to sell at 
public or private sale, at his option, he may sell with- 
out notice in the usual manner of selling such property 
in the market. (McDowell v. Chicago Steel Works, 
124 Ill. 491; Robinson v. Hurley, 11 Iowa 410; Jeane’s 
Appeal, 116 Pa. St. 573.) 

And it has been held that a private sale without 
notice may be made by the direction or with the con- 
sent of the pledgor, who cannot afterwards object that 
the sale was not made in accordance with the require- 
ments of a statute relating to sales of pledged property. 
(Hamilton v. State Bank, 22 Iowa 306, where the sale 
was held to be under the contract of the parties, and 
not under the law.) 

In Williams v. U. S. Trust Co. of N. Y., 133 N. Y. 
660, plaintiff pledged to defendant certain bonds as 
security for a loan under an agreement to the effect 
that in case of default in payment at the time specified 
defendant might sell the securities “in such manner as 
they, in their discretion may deem proper, without 
notice.” The loan not having been paid at maturity 
defendant sold the bonds without notice to plaintiff. 
In an action to recover damages for an alleged un- 
lawful conversion, it was held that, in the absence of 
evidence showing a modification of the agreement, 
plaintiff was not entitled to recover. 

In that case the collateral note contained the fol- 
lowing recital and stipulation: “having pledged to the 
said company as security (with authority to sell the 
same or any securities that may be substituted in lieu 
thereof, on the non-performance of the promise in 
such manner as they, in their discretion may deem 
proper, without notice, either at the New York Stock 
Exchange or at public or private sale, and to apply 
the proceeds thereon) four hundred thousand dollars 
Louisville and Nashville R. R. Co. lst Mtge. Bonds, 
N. O. and Mobile Division. In case of depreciation 
in the market value of the security hereby pledged, or 
which may hereafter be pledged for the loan, a pay- 
ment is to be made on account, or additional approved 
security given, so that the said market value shall 
always be at least 20 per cent. more than the amount 
unpaid of this note.” 

This stipulation is almost in the exact ‘language 
of the stipulation contained in the collateral note sub- 
mitted and the sale of the collateral without notice to 
the pledgor was there upheld. A fortiori such a sale 
would be upheld where due notice of sale was given to 
the pledgor. 

In the instant case the rights and relations of the 
parties are clearly defined in the collateral note. And 
the following language of the court in the case above 
quoted is clearly applicable here: “Whatever may have 
been the rights of the plaintiff and the duties of the 
defendant before the maturity of the loan, it is clear 
and indeed undisputed that after that time it could, 
by the terms of the instrument, sell the bonds for the 
payment of any balance due it, without notice to him.” 

There is nothing in the provisions of the lien law 
of New York which would militate against the sale of 
collateral securities at private sale or on the Stock 
Exchange, without notice to the pledgor, according to 
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the terms of the stipulation contained in the collateral 
note, or otherwise entered into at the time of the nego- 
tiation of the loan and the deposit of the pledge. A\l- 
though it has always been considered wiser and safer 
to give notice to the pledgor of time and place of sale 
of such collateral, even where the right and duty of 
notice has been solemnly and formally waived. 

Of course, the rule is well recognized that where 
there is no time fixed for the redemption of a pledge, 
or where the time has been fixed, but has been ren- 
dered indefinite by a subsequent agreement between 
the parties, it is not competent for the pledgee to sell 
a pledge without a proper demand and notice. (Bar- 
ber v. Hathaway, 169 N. Y. 575; affrm. 47 App. Div. 
165; Toplitz v. Bauer, 55 N. Y. Suppl. 29; Wilson z,. 
oe 2N. Y. 448; Piget v. Cubley, 15 C. B. [N. S.] 

1.) 

But such is not the situation in the instant case. 
Undoubtedly parties may make their own contracts as 
to any disposition of a pledge. (Baker v. Drake, 66 
N. Y. 518; Genet v. Howland, 45 Barb. [N. Y.] 560; 
Milliken v. Dehon, 27 N. Y. 364), and that is just 
what the parties to the agreement did in this case. 


LIABILITY OF DRAWER OF CHECK 


FOREIGN BANK 


Where a check is drawn in New York upon a bank 
in a foreign country and is presented an unreasonable 
time after its issue and dishonored and protested, the 
liability of the drawer is governed by the law of New 
York and he is not absolutely discharged by the delay 
in presentment but only to the extent of the loss, if any, 
caused by such delay. 


ON 


From New York—Please favor us with your opinion as 
to the responsibility of a national bank in connection with 
checks drawn by it on European points which may be held 
for an indefinite period and for any reason may not be paid 
when presented; assuming that they have been held for a 
period of several months. ; 

The liability of the drawer of a check drawn on 
a bank in a foreign country is governed by the law of 
the place where it is drawn. Amsinck v. Rogers, 189 
N. Y. 252. In that case a bill of exchange, not a check, 
was drawn in New York upon a firm in Austria. 
There was failure to demand payment in accordance 
with the law of New York and also, upon refusal of 
payment when demanded, there was failure to protest 
the draft as required by the New York law or to give 
notice of protest as so required. It was contended in 


* that case that under the law of Austria such steps 


were not required and that the law of Austria and 
not the law of New York governed in such matters. 
But the Court of Appeals held that the draft in ques- 
tion was a foreign bill of exchange; that the liability 
of the drawer was governed by the law of the place 
where it was drawn and that the drawer was dis- 
charged by the failure to protest the draft according to 
the New York law though the steps taken were suff- 
cient to preserve the liability of the drawer according to 
the law of Austria where the draft was presented and 
protested. 

The instrument as to which you inquire is, as I 
understand, a check drawn by your bank upon a for- 
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eign bank. The Negotiable Instruments Law of New 
York provides (Section 186) that “a check must be 
presented for payment within a reasonable time after 
its issue or the drawer will be discharged from liability 
thereon to the extent of the loss caused by the delay.” 
Under this, as you will see, the drawer of a check is 
wt absolutely discharged by delay in presentment but 
only discharged to the extent of the loss caused by 
the delay. Should, therefore, the check in question 
be held for a period of several months, or for an in- 
definite period before presentment, this would be an 
unreasonable time, and should the check be refused 
payment when presented and protest made and the 
drawer notified of the dishonor, there would not neces- 
sarily be an absolute discharge of the drawer from 
liability but only to the extent of loss caused by the 
delay. If the foreign drawee bank should have failed 
before presentment, the drawer would be relieved to 
the extent of the loss; on the other hand, if the 
drawee remained solvent and refused payment solely 
because of delay in presentment, the drawer would 
remain liable for the full period of the statute of limi- 
tations. 


RIGHT OF BANK TO COMPOUND INTEREST 


In the absence of contract providing for compound 
interest a bank is not entitled to charge and collect 
interest upon interest after the same becomes due, 
thus making a new principal upon which interest is 
to be allowed. It is competent, however, in Kansas 
to contract for the payment of compound interest. 

From Kansas—A. note for $800 is dated August 15, 1917, 
payable six months after date, with interest at 8 per cent. 
from date. The entire $800 has been paid but no more. The 
amount of interest due at the date of the payment of the 
balance of the $800 was about $95. This was in February of 
this year. Does the $95 draw interest from then? 

Compound interest, or interest upon interest, which 
has become due and is unpaid, cannot be recovered 
in the absence of contract, or of some statute requiring 
it. In some states, as in Minnesota, the statute ex- 
pressly provides that interest shall not be compounded 
but in many jurisdictions it is competent for parties 
to contract for the payment of interest upon interest, 
the right, however, being limited. It has been held 
in Kansas that compound interest after maturity may 
be provided for, and a note otherwise negotiable is 
not rendered non-negotiable by a stipulation for the 
payment of interest on interest. Gilmore v. Hirst, 56 
Kan. 626, 44 Pac. 603. See also Clark v. Skeen, 61 
Kan, 526, and Parker v. Plymell, 23 Kan. 402. 

In the case stated by you, there is no agreement 
in the note or otherwise that the 8 per cent. interest 
should itself bear interest if not paid when due. It 
follows, therefore, that the $95, being the amount of 
interest due at the date of payment of the principal, 
will not itself draw interest from that time. 


NECESSITY OF AGENT’S SIGNATURE IN 
SIGNING CHECK UNDER POWER OF 
ATTORNEY 


While it is preferable and usual for an agent, under 
a power of attorney to sign checks for and in the name 
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of the principal, to sign the principal’s name by his 
own, such suffix of the agent’s signature is not legally 
necessary and should he ‘insist upon signing the name 
of the principal without adding the customary “By 
A. B. Attorney,” the bank would have no right to re- 
fuse payment of a check so signed. 

From Pennsylvania—Kindly let me have your opinion on 
the following matter, regarding which there seems to be some 
misunderstanding among bankers: While, of course, it is 
not good practice and the method would cause inconvenience, 
has not the attorney under a power similar to the form attached 
(constituting and appointing A. B. my true and lawful attorney 
for me and in my name, to draw checks, indorse notes, checks, 
accept drafts, etc.) the right, should he insist upon doing so, 
to sign merely the name of his principal, without adding the 
customary “by , Attorney”? Would such a proceeding 
be unlawful fe would a bank have the right to refuse pay- 
ment of a check thus signed? Of course, the usual form is 
generally adhered to and we aim always to avoid “freaks.” 

The approved manner of executing a simple written 
contract by an agent is to do so entirely in the name 
of the principal, signing the name of his principal; 
by himself as agent. (Sun Printing &c. Ass’n. v. 
Moore, 183 U. S. 642; Gardner v. Gardner, 5 Cush. 
[Mass.] 483; McArthur v. Supply Co. [Mo. App.] 
191 S. W. 1126; Kean v. Davis, 20 N. J. L. 426; 
Walker v. State Bank, 9 N. Y. 582; Dennison v. Story, 
1 Oreg. 272.) 

However, while the advantage of preserving the 
testimony connected with the transaction renders it 
desirable and important that the agent’s signature 
should appear upon the instrument (Forsyth v. Day, 
41 Me. 382; Berkey v. Judd, 22 Minn. 287; Youngs v. 
Perry, 59 N. Y. Suppl. 19), yet it is not legally essential 
that the agent should sign it, or that his name should 
appear at all upon it, the signature of the principal 
alone being sufficient. (Nichols v. Bealmear, 36 App. 
D. C. 352; Hefner v. Vandolah, 62 Ill. 483; Forsyth v. 
Day, 41 Me. 382 [holding that an agent authorized to 
sign the name of his principal, effectually binds him 
by simply affixing to the instrument the name of his 
principal as if it were his own name]; Hunter v. Gid- 
dings, 97 Mass. 41 [holding that a memo. in writing 
of a contract, signed by one of the parties thereto 
with his own name, is sufficiently executed within the 
statute of frauds to enable the other party to enforce 
the contract, although the name of the other party 
was signed to the memo. by an attorney without adding 
his own signature as attorney]; Trenton First Nat. 
Bank v. Gay, 63 Mo. 33; Woodbury 7 v. Woodbury, 47 
N. H. 11; Youngs v. Perry, 59 N. Y. Suppl. 19 [where 
the court said: “But while it is the preferable way for an 
agent, in executing any instrument in the name of the 
principal, to add his own name as agent, so that the 
instrument may show by what person the signature 
was written, still, in law, the writing of the name 
of the principal alone is sufficient. It is competent 
and proper, also, for the agent to sign simply the 
principal’s name, and to show his authority to do so 
by extraneous evidence”] ; Wheeler v. Knaggs, 8 Ohio 
169; Devinney v. Reynolds, 1 Watts & Ser. [Pa.] 
328 [holding that it is not necessary to the proper 
execution of a deed by an attorney-in-fact that he 
should sign his name to it; the name of the principal 
alone is sufficient. On this point the court said: “It 
would be useless to add the name and seal of the 
attorney for it is what it purports to be, the deed of 
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the principal and not the attorney, and therefore does 
not require his name or seal, but the name and seal of 
Po principal only”]; In re Whitley, 32 Chan. Div. 
337.) 

It follows from the above that while it is preferable 
and usual for the agent, under a power of attorney 
to sign checks for and in the name of the principal, 
to sign the principal’s name by his own, still it is not 
legally necessary and should the agent insist upon 
signing the name of the principal without adding the 
customary “By A. B. Attorney” the bank would have 
no right to refuse payment of a check so signed. 


PAYMENT OF FORGED CHECK 


Where the signature of the drawer and of the 
person named as payee, are forged upon a check which 
is cashed by a bank and the money collected from the 
drawee and the cashing bank makes the indorsement 
for the payee by mark and attests same, it would 
probably be held that the drawee has a right of recov- 
ery notwithstanding the general rule that money paid 
upon a forged check cannot be recovered from a 
bona fide holder; for in this case the payee’s indorse- 
ment was also forged and its genuineness expressly 
warranted by the cashing bank. 


From Alabama—On September 10 last our bank paid a 
check upon which one of our customer’s signature was forged. 
The party who forged the signature also forged the name of 
another party as payee. This check was then carried to a 
bank who knew the payee, and the assistant cashier made the 
indorsement for the payee by mark and attested same, giving 
deposit for $150 and cash $400. But before he paid the $400 
and issued deposit for the $150 he called us up over the phone 
and we O. K’d. the check. A few days ago we found out from 
our customer that this was a forgery. The signature on the 
check is not altogether like the signature of our customer. 
Please advise us if we have a right of recovery from the 
bank who paid the $400 and gave the $150 deposit. We have 
carried the party whose signature was forged, also the payee 
whose name was forged as indorser. The bank states that 
this is not the party who presented the check and obtained 
the $400 in cash and deposited the $150. They have so far 
failed to identify the party or give us a description. 


The general rule is that the drawee which pays a 
check bearing a forged signature of the drawer to 
a bona fide holder is bound to know the signature 
and cannot recover the money back. This rule is rec- 
ognized in Alabama. Young v. Lehman, 63 Ala. 519. 
Various exceptions are made to this rule, however, 
by different courts according to the circumstances of 
particular cases, where the negligence or conduct of 
the person or bank receiving payment has been such 
_ make the application of the general rule inequit- 
able. 

It has further been held in a number of cases that 
a bank may recover money paid on a forged indorse- 
ment notwithstanding the fact that the drawer’s sig- 
nature is also a forgery. First Nat. Bank v. North- 
western Nat. Bank, 152 Ill. 296; Farmers Nat. Bank 
v. Farmers & Traders Bank, 166 S. W. (Ky.) 986; 
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State Bank v. First Nat. Bank, 127 N. W. (Neb.) 244. 
To the contrary, however, are First Nat. Bank v, 
Marshalltown State Bank, 107 Iowa, 327; State Bank 
v. Cumberland Savings Bank & Trust Co., 85 S. E. 
(N. C.) 85. 

The above being the governing rules, how are they 
to be applied to the facts stated by you? As I under- 
stand these facts, you had a depositor whose signa- 
ture was forged and also another depositor whose 
name was forged as payee, for you say “we have car- 
ried the party whose signature was forged and also 
the payee whose name was forged as indorser.”’ A 
third person made this double forgery upon a check 
which he “then carried to a bank who knew the payee”; 
that is to say, knew the payee by name but not per- 
sonally, for the bank says the payee whose name was 
forged “is not the party who presented the check.” 
The real payee presumably could not write and the 
forger, impersonating the payee evidently represented 
himself as under the same disability, for “the assist- 
ant cashier made the indorsement for the payee by 
mark and attested same.” He then called up your 
bank over the telephone and your bank “O. K.’d. the 
check.” Thereupon he gave value for the same, namely, 
$400 cash and a deposit credit for $150 and the cash- 
ing bank thereafter received payment from your bank. 

Upon the above state of facts it is difficult to fore- 
tell just what the Alabama courts would hold as to 
the responsibility as between the two banks. The gen- 
eral rule that the drawee cannot recover money paid 
to a bona fide holder of a forged check is recognized 
in Alabama but the rule that there is a right of recov- 
ery where the indorsement is also forged has not as 
yet been adopted in that state, while the decisions 
conflict in other states. It may be that the Alabama 
courts would hold your bank, as drawee, entitled to 
recover, under such last stated rule, especially as the 
attestation of the payee’s signature by the assistant 
cashier in legal effect bound the bank as warrantor of its 
genuineness. Furthermore, it seems to me, the fact of 
signing the payee’s name by mark and making such at- 
testation, had a tendency to create a belief in the mind 
of the drawee bank’s officers that the other bank had 
made full investigation and knew that the payee was 
what he represented himself to be and this might 
have had a tendency to cause the drawee to make less 
careful scrutiny of the drawer’s signature than it 
otherwise would have done. The fact that your bank 
“O. K.’d. the check” over the telephone was simply 
an assurance that a genuine check drawn and indorsed 
by the parties named was all right; it was not an 
assurance that the particular check as to which inquiry 
was made was genuine and does not estop your bank. 

I think under all the circumstances that it would 
probably be held that the drawee in this case has a 
right of recovery notwithstanding the general rule 
that money paid upon a forged check cannot be re- 
covered from a bona fide holder; for in this case the 
indorsement was also‘forged and its genuineness ex- 
pressly warranted by the cashing bank. 
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Trust Company Section 


Fees Booklet Distributed 


J. A. House, Chairman of the Executive Commit- 
tee has sent to all members of the Section the follow- 
ing letter which is self-explanatory: 


We take pleasure in sending herewith a copy of the 
Schedule of Trust Company Charges, as compiled by the Com- 
mittee on Standardization of Forms and Charges. 

Your special attention is invited to that portion of the 
resolution published on page three, requesting your careful 
study and recommendations regarding such changes or modi- 
fications as seem advisable to you. 

Your letter, if addressed to the Secretary of the Section, 
at 5 Nassau Street, New York City, will receive prompt 
attention and be forwarded to the Committee. 


The resolution referred to and the report of the 
committee, exclusive of the schedules of charges and 
explanatory notes follow. 


RESOLUTION 


Adopted at the twenty-fourth Annual Meeting of the 
Trust Company Section, American Bankers Association, held 
in St. Louis, Mo., September 29, 1919. 

Whereas, The subject of standardizing fees for corporate 
fiduciary service is a matter of great importance to the trust 
companies of the country, and no action thereon should be 
taken at this time which will bind the section and its members 
to any fixed system of compensation, therefore be it 

Resolved, That the report of the Committee on Standard- 
ization of Charges be accepted, that the secretary of the 
section mail a copy of the schedules to each of the members 
of the section, that the members be requested to give the 
schedules careful study and trial, that the Committee be 
continued for another year, and that the members recom- 
mend to the Committee such changes and modifications as 
may seem advisable to the end that the Committee may make 
an additional or supplementary report at the next annual 
convention. 


REPORT 


To the Members of the Trust Company Section American 
Bankers Association: 

Those perplexing and vital problems confronting the aver- 
age trust company incidental to a determination of fair and 
adequate charges for trust services, led to the appointment of 
a committee by the Trust Company Section of the American 
Bankers Association to make a careful study of, and report 
on, trust company charges. 

It was expected that this committee might be enabled by 
such study to present a standard, or at least a practical basis 
for determining fees. 

It was generally realized that there existed no uniform or 
accepted basis of compensation, and that there existed a great 
divergence in charges, not only between various sections of 
the country, but also between trust companies in the same 
locality. Likewise, it was common knowledge that the fees 
of many of the trust companies were inconsistent, and varied 
from time to time, and seemed to be fixed to meet the require- 
ments of the occasion rather than being computed upon logical 
and businesslike schedules of uniformity. 

It was hoped that with schedules carefully formulated 
after exhaustive study, substantial benefits would accrue, not 
only to the trust companies of the United States, but to the 
clientele of the companies as well. 

Your committee has made its investigation and study, 
and herewith presents its report, and accompanies the same 
with twelve schedules and sundry notes in explanation thereof. 
‘ l'hese schedules are based upon the following determining 
actors: 


* (a) That a standard schedule must be fixed upon a basis 


that the average duties involved and responsibilities assumed 
are those usual in the average trust of its kind, as adminis- 
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tered in the average community, with efficient service ren- 
dered and adequate skill employed. 

(b) That the compensation must be fair and reasonable 
for the service rendered, and advantageous to the patron as 
well as remunerative to the trust company. 

(c) That exorbitant charges retard or prevent the growth 
of trust business, while inadequate charges eventually result 
in a deterioration of the quality of service rendered, which 
in turn reacts unfavorably upon the expansion of trust busi- 
ness. 

(d) That a uniform or standard method of charging 
throughout the country should tend to stabilize the trust 
business and create a better public opinion of the value of 
trust service. 

(e) That as a guide or indication of general trust costs 
the schedules should serve as a deterrent to that evil now 
prevalent in many communities, namely, “injurious price-cut- 
ting,” which practice inevitably results in inefficient trust serv- 
ice. 


To acquire the necessary information the committee sent 
a questionnaire to hundreds of leading and representative 
trust companies in all parts of the United States, so prepared 
as to elicit the facts desired and to develop as much detailed 
information as possible. The returns, which are, of course, 
confidential, revealed the greatest variation in the nature and 
amount of fees for any given service, and disclosed an entire 
lack of any consistent or scientific basis of compensation. 
In a few cases the fees were unreasonably high, but in most 
instances the returns showed the fees to be wholly inadequate 
to enable the average trust company to give complete and 
efficient service. 

The information thus received was collated, tabulated and 
carefully analyzed. Each service was given individual con- 
sideration in order to determine as nearly as might be the 
average amount of time and degree of skill required, as well 
as the responsibility assumed by the trustee. By means of 
this process the committee endeavored to arrive at a basic 
schedule of fees for each trust service, which should be 
adequate and fair, both to the company and to the patron, 
and which would bear some logical relationship to the ele- 
ments which enter into the fixing of prices for fiduciary 
services, namely: the amount and nature of the work involved; 
whether it be clerical or require a high degree of professional 
skill; the nature and degree of responsibility assumed by the 
company; and the value of the service to the patron. 

The returns were tabulated in geographical divisions as 
follows: Eastern, Central, Southern and Western, but the 
result showed no special characteristics incident to any one 
of these divisions, except that the Pacific Coast trust com- 
panies quite generally followed the California fee schedule. 

In formulating the schedule of charges submitted by it, 
the committee fully realized the difficulty of fixing a standard 
which could be used by trust companies in different localities 
and which would apply, with equal fairness, to the great 
variety of -circumstances surrounding the individual trusts. 
It was not the aim of the committee to fix an iron clad and 
arbitrary schedule which should be rigidly adhered to in every 
instance, regardless of the circumstances of the particular 
cases. It was realized that owing to the multiplicity and 
variability of the elements involved in the determination of 
these charges, it was impracticable to do more, at the present 
time, than to establish a basis which could be used as a guide, 
and varied from as circumstances and customs might require 
to meet the requirements of any given trust. 

The committee desires to express its belief that an adher- 
ence to these schedules, as nearly as may be possible, after 
making the necessary modifications to comply with local 
usage, laws and customs, will have, among others, the follow- 
ing beneficial results: 

(a) It will enable small trust companies with inexperi- 
enced officers to fix fees on a basis of reasonable profit, and 
thereby eliminate the features of experiment and guesswork. 

(b) It will tend to eliminate, among the larger trust com- 
panies, the injurious practice of price cutting to a point below 
the reasonable cost of service. 
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(c) It will.provide all banks now organizing trust depart- 
ments with a basis or guide to direct them in their early en- 
deavors in the trust business to the end that they may, by its 
use, be able to conduct their business upon a remunerative 
basis from the very beginning, and thus be enabled to attain, 
more quickly than might otherwise be possible, those standards 
of efficient service maintained by the state trust companies, 
and to preserve in the public the confidence which is now 
reposed in these companies. 

(d) It will enable trust departments of banks now used 
only as feeders of other departments to become self-supporting 
and reasonably profitable, many such departments being now 
operated at a loss in so far as compensation for their specific 
functions is concerned. 

(e) It will develop in the public a realization that the trust 
business is conducted upon efficient and scientific lines; that 
the compensation charged for fiduciary services has been care- 
fully computed and ascertained to be fair and reasonable in 
all cases; that all patrons are treated fairly and alike, regard- 
less of the nature or volume of their business. 

(f) It will enable attorneys to advise clients as to the 
approximate charge of proposed trusts and promote a mutually 
harmonious and co-operative relationship between the attorney 
and the trust company. 

(g) It will enable the trust companies in various districts 
and localities in the United States to compete keenly and 
fairly wit one another on a basis of efficient service and 
skill, rather than upon a basis of cheapness of price. 

(h) It will enable trust company patrons to proceed with 
some degree of assurance as to the cost of service which their 
affairs require. 

The committee takes this opportunity to call to the atten- 
tion of the convention the importance of the factor of charges 
in relation to the future growth of trust business. It is an 
axiom that no business can develop and expand upon a sub- 
stantial and permanent basis, unless the compensation accru- 
ing from the same is both fair to the patron and reasonably 
profitable to the business. The trust business in the United 
States is practically in its infancy. Its future depends upon 
the quality of service which the trust companies may be able 
to render to the public. 

The possibilities for the future growth and expansion of 
the business can hardly be realized or stated, if the companies 
continue in the future as in the past, to render a useful, skillful 
and efficient service to the public. The maintenance of a high 
standard of service depends, to a large extent, upon the ade- 
quacy of the compensation received by the companies. It 
therefore becomes a matter of vital necessity to ascertain the 
cost of trust service to the companies, and to formulate a 
schedule of charges which will enable the trust companies of 
the country, not only to maintain their present efficiency, but 
to increase the scope of their activities and to improve the 
quality of the service now rendered by them. 

Respectfully submitted, 


Committee on Standardization of Forms and Charges 
1918-1919 


J. A. House, Chairman, president The Guardian Savings & 
Trust Co., Cleveland, Ohio. 

George D. Edwards, vice-president Commonwealth Trust 
Co., Pittsburgh, Pa. 
John H. Coverley, trust officer Title Insurance & Trust Co., 
Los Angeles, Cal. 

R. L. Sheppard, trust officer Security Savings & Trust Co., 
Portland, Oregon. 


New Sub-Committees 


Chairman House announces the personnel of the 
Sub-Committees of the Trust Company Section as fol- 
lows: 

CoMMITTEE ON LEGISLATION 


(Federal Legislative Matters) 


Henry M. Campbell, Chairman, Chairman of the 
Board, Union Trust Company, Detroit, Mich. 

Uzal H. McCarter, president Fidelity Trust Co., 
Newark, N. J. 
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Oliver C. Fuller, president First Wisconsin Trust 
Co., Milwaukee, Wis. 

Isaac H. Orr, vice-president St. Louis Union Trust 
Co., St. Louis, Mo. 

C. J. Bell, president American Security & Trust 
Co., Washington, D. C. 

Lucius Teter, president Chicago Trust Co., Chi- 
cago, Ill. 


’ COMMITTEE ON PROTECTIVE LAws 
(State Legislative Matters) 


Theodore G. Smith, Chairman, president Inter- 
national Trust Co., Denver, Colo. 

Wm. C. Heppenheimer, president Trust Co. of 
New Jersey, Hoboken, N. J. 

Nathan D. Prince, vice-president Hartford-Con- 
necticut Trust Co., Hartford, Conn. 

W. S. McLucas, president Commerce Trust Co., 
Kansas City, Mo. 

G. W. Holmes, secretary First Trust Co., Lincoln, 
Neb. 

Claude Hamilton, vice-president Michigan Trust 
Co., Grand’ Rapids, Mich. 


COMMITTEE ON PUBLICITY 


Francis H. Sisson, Chairman, vice-president Guar- 
anty Trust Co., New York City. 

Fred W. Ellsworth, vice-president Hibernia Bank 
& Trust Co., New Orleans, La. 

G. Prather Knapp, publicity manager Mississippi 
Valley Trust Co., St. Louis, Mo. 

Edward H. Kittredge, advertising manager Old 
Colony Trust Co., Boston, Mass. 

I. Webster Baker, publicity manager, The Guardian 
Savings & Trust Co., Cleveland, Ohio. 
COMMITTEE ON STANDARDIZATION OF FORMS 

AND CHARGES 


George D. Edwards, Chairman, vice-president Com- 

monwealth Trust Co., Pittsburgh, Pa. 

John H. Coverley, trust officer Title Insurance & 
Trust Co., Los Angeles, Cal. 

R. L. Sheppard, trust officer Security Savings & 
Trust Co., Portland, Ore. 

H. F. Wilson, Jr., vice-president Bankers Trust Co., 
New York City. 

Arthur V. Morton, vice-president The Pennsyl- 


-vania Co. for Insurance on Lives and Granting Annui- 


ties, Philadelphia, Pa. 

Under a resolution adopted at the St. Louis Con- 
vention, the Committee on Co-operation with the Bar 
was continued for the year 1919-1920. The person- 
nel of the committee is as follows: 

‘ Ralph Stone, president Detroit Trust Co., Detroit, 
Mich. 

L. H. Roseberry, trust attorney Security Trust & 
Savings Bank, Los Angeles, Cal. 

G. F. Clark, vice-president Union National Bank, 
Seattle, Wash. 

Wm. S. Miller, vice-president Northern Trust Co., 
Chicago, 

F. N. B. Close, vice-president Bankers Trust Co., 
New York City. 


December, 1919 


The special Committee on Legislation created at 
the Spring meeting of the Association on May 19, 
1919, will remain as follows: 

Willis H. Booth, vice-president Guaranty Trust 
Co., New York City, Chairman. 

Frank W. Blair, president Union Trust Co., De- 
troit, Mich. 

A. A. Jackson, vice-president Girard Trust Co., 
Philadelphia, Pa. 


Program for 1919-20 


A general letter being addressed to all active and 
associate members of the Section by Chairman House 
calls special attention to the work in progress and 
plans adopted for this year’s activities at a recent meet- 
ing of the Executive Committee. 

The letter mentions in part the following: 

1. A mid-winter conference of trust company rep- 
resentatives to be held at the Waldorf-Astoria Hotel, 
New York City, on Friday, February 20, 1920, at 
which time the active work of the Section will be dis- 
cussed and several special features introduced. 

2. The ninth annual banquet of the trust compa- 
nies of the United States to be held at the Waldorf- 
Astoria Hotel, New York City, on Friday evening, 
February 20. Particular attention is drawn to the 
necessity for making hotel reservations far in advance 
of the date, and also for securing proper railroad ac- 
commodations in view of the fact that many trains are 
being removed from the railroad schedules at this 
time. 

3. The decision to co-operate with the Young 
Men’s Christian Association in promoting “Make a 
Will Day,” January 21, 1920. 

4. The decision to prepare a scenario and moving- 
picture film descriptive of trust service. 
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5. The decision to conduct a national publicity 
campaign through the use of national mediums. 

Separate detailed announcements will be sent to 
members covering all of the above items. 


‘The Page’s Manual” 


This is the title of a very novel and original book- 
let just issued by The Northern Trust Company of 
Chicago. 

Helping and training boys to develop into men of 
responsibility might briefly be said to be the purpose 
of the booklet. 

It is written in such a way as to get the boys’ 
attention and interest and, in fact, many an older 
person could learn much from its pages. 

The booklet starts with an introduction conveying 
the idea that “The boy who does the task a little 
better than the other is bound to succeed.” 

Various chapters follow under different headings 
such as, “Your Position and your Future Position.” 
This covers a helpful talk on how the Page may ad- 
vance to a position of responsibility. The paragraph 
on “Opportunities” enumerates the classes, recreation, 
special training to fit the boy for his work and prepare 
him for advancement, that this Trust Company has 
organized for the Pages. Other chapters are: ‘How 
to Answer the Telephone,” ‘Pneumatic Tube Instruc- 
tions,” “Elementary Functions of the Departments,” 
“A few Bank Terms,” etc. The booklet is completed 
with separate sheets, one showing a chart of the or- 
ganization of the Company, others showing the “Geog- 
raphy of the Bank,” each floor being covered com- 
pletely. These sheets are tucked in an ingenious 
pocket in the back formed with the cover. 

It is a splendid piece of practical, educational work, 
which other trust companies might well follow. 


Worth-While Thoughts from the A. B. A. Convention 


Under the above title, the Mercantile Trust Com- 
pany, St. Louis, Mo., has prepared and is distributing 
a very attractive booklet containing some of the best 
thoughts expressed at the recent St. Louis Convention. 
Quotations from convention addresses are published 
under the following headings: Labor—Price Level— 
Federal Reserve Banks—Farmers—Railroads—Un- 
rest — Tax Exemptions — Excess Profits — Extrava- 
gance — Bolshevism — Stabilizing the Dollar — Trust 
Company Powers—Sherman Anti-Trust Law—Adver- 
Problems—Exports— 
Community Trust—Co-operation—Expansion of Cur- 
rency—Minority—World Banking—European Credits 
—High Cost of Living—Pan-America—Employers— 
Municipal Bonds. 


In the “foreword,” President Festus J. Wade makes 
the following statement : 


“In these days of swift and sudden changes in business 
methods and conditions, it is imperative that alert bankers 
and business men keep informed as to the latest developments 
and newest viewpoints of their contemporaries. 


“The recent convention of the American Bankers Associa- 
tion, held in St. Louis, brought out some very pertinent and 
interesting issues of the hour. Possibly you did not attend 
that convention and so missed these addresses. 


“If so, I believe you will appreciate this booklet, which 
is nothing more nor less than a collection of the most impres- 
sive, practical ideas and suggestions presented by the various 
speakers—arranged under headings for your convenience. 


“If they prove helpful to you, my object in preparing and 
sending you this little pamphlet will have been accomplished.” 


Savings Bank Section 
Organization and Work—1919-1920 


PRESIDENT 


S. Fred Strong, treasurer Connecticut Savings 
Bank, New Haven, Conn. 


VICE-PRESIDENT 


W. A. Sadd, president Chattanooga Savings Bank, 
Chattanooga, Tenn. 


SECRETARY (of all Committees) 


‘a Leo Day Woodworth, 5 Nassau Street, New York 
ity. 


STATE VICE-PRESIDENTS 
1919-1920 


ALaBAMA—Grover Keyton, cashier Union Bank and Trust 
Co., Montgomery. 

Arizona—W. C. Foster, secretary Phoenix Savings Bank 
and Trust Co., Phoenix. 

ARKANSAS—Warren E. Lenon, president Peoples Savings 
Bank, Little Rock. 

CaLirorNiA—A. M. Chaffey, vice-president Hibernian Savings 
Bank, Los Angeles. 

Cotorapo—J. V. Cockins, vice-president Central Savings Benk 
& Trust Co., Denver. 
Connecticut—A. I. Allin, 

Bank, Middletown. 

DELAWARE—Robert D. Kemp, president 
Bank, Wilmington. 

District oF CoLtumBra—B. A. Bowles, president Potomac 
Savings Bank, Washington. 

Fiorma—J. D. Puller, cashier Peoples Bank for Savings, 
St. Augustine. 

Grorcia—G. W. Tiedeman, president Georgia State Savings 
Ass’n, Savannah. 

IpaHo—F. L. Davis, cashier Fremont County Bank, Sugar. 

ee gy R. Aisthorpe, cashier First Bank & Trust Co., 
airo. 

a, M. Andrew, cashier La Porte Savings Bank, 

orte. 

Iowa—E. J. Murtagh, president County Savings Bank, Algona. 

Kansas—F. A. Manglesdorf, cashier American State Bank, 
Atchison. 

Kentucky—J. H. Schulte, president Central Savings Bank & 
Trust Co., Covington. 

Lourstana—J. P. Turregano, vice-president Commercial Bank 
& Trust Co., Alexandria. 

Marine—Walter A. Danforth, c/o Penobscot Savings Bank, 
Bangor. 

Marytanp—S. S. McKim, 
Baltimore, Baltimore. 

MassAcCHuSETTS—L. A. Foye, 
Bank, Lawrence. 

MicHicAN—Wnm. Livingstone, president Dime Savings Bank, 
Detroit. 

ae jalan Betz, treasurer State Savings Bank, St. 

aul. 

MississippI—W. N. Cheney, cashier State Savings Bank & 
Trust Co., Jackson. 

Missourr—W. S. Webb, vice-president and cashier Missouri 
Savings Ass’n Bank, Kansas City. 

Montana—W. Rae, assistant cashier Daly Bank & Trust 
Company, Butte. 

NesraskA—Fred R. Getty, cashier South Omaha Savings 
Bank, South Omaha. 
Nevapa—Fred Stadtmuller, 
County Bank, Reno. 


treasurer Middletown Savings 


Artisans Savings 


vice-president Savings Bank of 


treasurer Lawrence Savings 


assistant cashier The Washoe 


New HampsuireE—W. H. Bellows, president Littleton Savings 
Bank, Littleton. 

New Jersey—Howard Biddulph, treasurer Bloomfield Say- 
ings Inst., Bloomfield. 

New Mexico—Geo. H. Hunker, vice-president Peoples Bank 
& Trust Co., Las Vegas. 

New Yorkx—Wm. S. Downer, secretary Auburn Savings Bank, 
Auburn. 

NortH Carotina—J. Holmes Davis, cashier Peoples Savings 
Bank, Wilmington. 

North Daxota—W. V. O’Connor, 
Bank, Grand Forks. 

Oxu1o—H. W. Grant, vice-president City Trust & Savings 
Company, Youngstown. 

OxLtaHomA—Frank J. Wikoff, president Tradesmen State 
Bank, Oklahoma City. 

Orecon—E. H. Geary, vice-president Security Savings & 
Trust Co., Portland. 

PENNSYLVANIA—H. T. Montgomery treasurer Savings Fund 
Society of Germantown, Philadelphia. 

RuopeE Istanp—J. E. Babcock, treasurer Wakefield Institution 
for Savings, Wakefield. 

SoutH CaAroLina—Chas, E. Commander, president City Sav- 
ings Bank, Florence. 

SoutH Daxora—Wm,. Ontjes, president Sioux Falls Savings 
Bank, Sioux Falls. 

TENNESSEE—1T. R. Durham, vice-president Chattanooga Say- 
ings Bank, Chattanooga. 

_— R. Tennant, cashier Dallas Trust & Savings Bank, 

allas. 

UraH—Elias A. Smith, cashier Deseret Savings Bank, Salt 
Lake City. 

VeRMOoNT—W. R. Kinsman, vice-president Baxter National 
Bank, Rutland. 

Vircinta—D. A. Payne, president Lynchburg Trust & Sav- 
ings Bank, Lynchburg. 

WasuincTon—R. R. Frazier, president Washington Mutual 
Savings Bank, Seattle. 

West Vircinta—L. F. Haller, vice-president Citizens Peoples 
Trust Co., Wheeling. 
Wisconsin—B. M. Smith, 

North Lake. 
Wyominc—A. H. Marble, president Wyoming Trust & Sav- 
ings Bank, Cheyenne. 


cashier First Savings 


president Bank of North Lake, 


Executive Committee 


Term Expiring 1920 


John J. Pulleyn, president Emigrant Industrial 
Savings Bank, New York, N. Y. 

B. F. Saul, vice-president Security & Trust Com- 
pany, Washington, D. C. 

William E. Knox, comptroller Bowery Savings 
Bank, New York, N. Y. 


Term Expiring 1921 


Samuel H. Beach, president Rome Savings Bank, 
Rome, N. Y. 

Frederic B. Washburn, president Franklin Savings 
Bank, Boston, Mass.‘ 

Raymond R. Frazier, president Washington Mu- 
tual Savings Bank, Seattle, Wash. 


Term Expiring 1922 


Melvin A. Traylor, president First Trust & Sav- 
ings Bank, Chicago, IIl. 
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Louis Betz, treasurer State Savings Bank, St. Paul, 
Minn. 

W. D. Longyear, vice-president Security Trust & 
Savings Bank, Los: Angeles, Cal. 


Ex-Officio 


Victor A. Lersner, comptroller Williamsburgh 


Savings Bank, Brooklyn, N. Y. 


Special Advisory Committee 


This committee, composed of the Vice-President 
and prominent members within convenient reach of 
the President, has no special topics of work, but as 
its name indicates will consider matters of policy and 
special problems which may be referred to it by the 
President. 

W. A. Sadd, Chairman, president Chattanooga, 
Savings Bank, Chattanooga, Tenn. 

F. B. Washburn, president Franklin Savings Bank, 
Boston, Mass. 

V. A. Lersner, comptroller Williamsburgh Savings 
Bank, Brooklyn, N. Y 


Committee on Savings 


The campaign to increase habits of saving and 
thrift throughout the Nation, which has been a promi- 
nent feature since the organization of the section in 
1902, will be the special care of this committee. The 
potential ability of American wage earners to save 
and thereby to increase the productive capital of the 
industry and commerce of the country, is unmeasured, 
but probably exceeds any estimate which would be ac- 
cepted as reasonable. 

The unexpected continuance of the Federal gov- 
ernment’s sale of thrift stamps and certificates, does 
not alter the responsibility of savings bankers for 
accumulating funds available for long term investment 
in mortgage loans which are essential to an increased 
supply of housing, or in the bonds of savings bank 
grade which will be necessary for the transportation 
lines and to sustain economic production. 

Industrial savings systems, operated in connection 
with savings banks, are now a special object of inter- 
est. Manufacturers realize the need for incentive in 
saving, and find personal initiative to be the best pos- 
sible substitute for the urgings of patriotism which 
supported war-time accumulation. Plans already in 
successful operation in Chicago, Rochester, Stamford 
and Worcester, are being investigated, information as 
to other systems is desired, and recommendations will 
be available for other institutions from which con- 
siderable inquiry is already being received. 

School savings banks, the most of which were ab- 
sorbed by W. S. S. activities and some of which are 
now used for the sale of government securities, are 
being encouraged and the section will be prepared to 
assist in turning them back into original channels in 
the event that they are abandoned as a means for 
war financing. 

The committee will gladly co-operate in any na- 
tional or local campaign which looks to increased prac- 
tice of economy, thrift and saving. 
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W. E. Knox,Chairman, comptroller Bowery Sav- 
ings Bank, New York City. 

M. A. Traylor, president First Trust & Savings 
Bank, Chicago, IIl. 

J. J. Pulleyn, president Emigrant Industrial Sav- 
ings Bank, New York City. 

R. R. Frazier, president Washington Mutual Sav- 
ings Bank, Seattle, Wash. 

B. F. Saul, vice-president American Security & 
Trust Co., Washington, D. C. 

C. E. Taylor, Jr., president Wilmington Savings & 
Trust Co., Wilmington, N. C 

G. H. Stoughton, treasurer State Savings Bank, 
Hartford, Conn. 

Geo. L. Duncan, secretary and treasurer Lowndes 
Savings Bank & Trust Co., Clarksburg, W. Va. 

R. N. Filbeck, president Terre Haute Savings 
Bank, Terre Haute, Ind. 

A. L. Stratton, treasurer Worcester Co. Institu- 
tion for Savings, Worcester, Mass. 


Committee on Service to Members 


The value and extent of the service which can be 
rendered to the savings bankers of the American Bank- 
ers Association is only limited by our facilities. Not 
only is there a considerable inquiry for material and 
advice on new problems which arise continually, but 
members are not backward in furnishing the office 
the results of their experience. The actual returns from 
this exchange of advice and material are many times 
that of the annual dues of members who appreciate its 
availability and reliability. 

Among the topics which should receive close at- 
tention at this time and for which accurate statistics 
and definite information would be of practical value 
to members, the committee has under consideration 
the following: 

. Housing and building conditions, 

. Appraisal methods and rules, _ 

. Land values and present tendencies, 

. Building costs, 

. Depreciation rules and tables; absolescence, 

. Material, references and bibliographies on special topics, 

Wealth, debt and taxation of countries and provinces 
issuing securities in which savings banks might invest. 

Also, better advertising methods are urged upon 
members and the secretary has been directed by the 
Executive Committee to prepare a reference collection 
of sample advertisements and to work out a plan of 
co-operation with the advertising agencies. 

Special features for "extending the usefulness of 
savings banks are under consideration. Suggestions 
and information are to be collected on the following: 
. Dispensing with the second mortgage, 

. Home and farm economics, 
Banking by mail, 

. Checking privilege, 

. Personal business advice, 

. Consultations with depositors, 

. Distinction from loan associations, 
. Branch banks and branch’ stations, 

. Safe deposit facilities. 

Ww. D. Longyear, Chairman, vice-president Secur- 
ity Trust & Savings Bank, Los Angeles, Cal. 

E. K. Satterlee, Vice-Chairman, president Franklin 
Savings Bank, New York City. 
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Howard Biddulph, treasurer Bloomfield Savings 
Institution, Bloomfield, N. J. 
Jos. R. Noel, president Noel State Bank, Chicago, 


Ill. 

Louis Betz, treasurer State Savings Bank, St. Paul, 
Minn. 

C. J. Obermayer, president Greater New York Sav- 
ings bank, Brooklyn, N. Y. 

John W. B. Brand, treasurer Springfield Institu- 
tion for Savings, Springfield, Mass. 

John P. Kirby, president Provident Savings Bank, 
Estharville, lowa. 


Committee on Investments 


All questions pertaining to the investment of sav- 
ing funds, the conservation of security values, both 
present and future, and the very great need for con- 
certed action against oppressive and inequitable tax- 
ation by those representing the millions of small prop- 
erty owners and savers who own the five billions of 
deposits in savings banks, will be the special charge 
of this committee. Space precludes more than a ref- 
erence to the following topics: 

_ a, Advisability of investing savings funds in foreign securi- 
ties. 

b. Adequate legislation to protect railroad securities when 
the private owners again possess their properties. Savings 
banks hold over $1,300,000,000 of railroad bonds. 

c. The menace of tax exempt securities. 

d. Budgetary legislation to effect responsibility by legis- 
lators in voting and by executives in expending the revenues 
which are necessary to adequate and efficient government. 

F. B. Washburn, Chairman, president Franklin 
Savings Bank, Boston, Mass. 

Melvin A. Traylor, president First Trust and Sav- 
ings Bank, Chicago, Ill. 

J. J. Pulleyn, president Emigrant Industrial Sav- 
ings Bank, New York City. 

W. D. Longyear, vice-president Security Trust & 
Savings Bank, Los Angeles, Cal. 

V. A. Lersner, comptroller Williamsburgh Savings 
Bank, Brooklyn, N. Y. 

J. B. Throckmorton, president Provident Inst. for 
Savings, Tersey City, N. J. 

Geo. E. Brock, president Home Savings Bank, 
Boston, Mass. 

E. J. Murtagh, president County Savings Bank, 
Algona, Iowa. 


Committee on Liquid Investments 


Bankers acceptances have been recommended to 
savings bankers by this Section and the desirability 
of such securities will be urged upon members. 

The serial issue of municipal bonds in preference 
to the sinking fund system, has made material prog- 
ress and the influence of the Section will continue in 
the same direction. 

More careful selection of maturities of all forms 
of savings bank investments will be emphasized. 

Equipment trusts are expected to be an important 
feature of post-war financing, and when adequately 
safeguarded they may be a desirable investment for 
savings funds. The committee will investigate and 


report. 


December, 1919 


Samuel H. Beach, Chairman, president Rome Say- 
ings Bank, Rome, N. Y 

S. M. Hawley, treasurer Bridgeport Savings Bank, 
Conn. 

C. Stephenson, president St. Joseph Loan & 

oo Co., South Bend, Ind. 

H. T. Blackburn, vice-president Des Moines Say- 
ings Bank, Des Moines, Iowa. 

Wm. P. Hart, president Charlestown Five Cent 


_ Savings Bank, Boston, Mass. 


E. Corning Townsend, president Buffalo Savings 
Bank, Buffalo, N. Y. 

R. Griffith, secretary City Savings & Trust Co.,, 
Vicksburg, Miss. 

Frank Patton, cashier Astoria Savings Bank, As- 
toria, Ore. 


Committee on Amortization 


The function and also the need for amortization 
of mortgage loans have been greatly increased by the 
intensive work of this committee during the past year. 
It now appears desirable to formulate standard plans, 
it being realized that no one plan of amortization will 
be available to all lenders and that there is a variety 
of circumstances which will modify the extent and 
form of the amortization which is desirable. 

The committee is now preparing a booklet which 
is intended for use both by those who now practice 
amortization and in connection with the educational 
work which was far advanced last year. 

This committee is also investigating the second 
mortgage or land contract question, with a view to 
increasing the percentage of loans to appraisals, de- 
veloping second mortgage or land contract companies, 
or determining upon some other proper solution. 
Amortization is deemed both necessary and desirable 
in loans which result from any solution which may 
be recommended. 

John J. Pulleyn, Chairman, president Emigrant 
Industrial Savings Bank, New York City. 

B. F. Saul, vice-president American Security & 
Trust Co., Washington, D. C. 

Wm. A. Nelson, president Savings Bank of An- 
sonia, Ansonia, Conn. 

P. J. Slach, treasurer Broadway Savings & Trust 
Co., Cleveland, Ohio. 

Jas. Dinkins, vice-president Jefferson Trust & 
Savings Bank, Gretna, La. 

E. B. Goodell, president Montclair Savings Bank, 
Montclair, N. J. 


Committee on Membership 


It is still an unsolved riddle as to why any savings 
bank or savings banker should fail to be affiliated with 
the Savings Bank Section, either as am active or as 
an associate member. 

The need for saving and for thrifty spending was 
never more importaft than in these times of inflation. 
Also, the opportunity for saving was never before so 
great. 

Savings bankers are deemed to be under not only 
a professional but a public obligation to urge a larger 
patronage for their respective institutions. Co-opera- 
tion between all savings bankers not only improves 
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this public service but results in a far better spirit 
among those engaged in the effort. 

The educational and protective features for which 
the American Bankers Association is well known are 
recognized to be worth many times the small dues 
which are charged for membership. 

H. P. Gifford, Chairman, treasurer Salem Five 
Cent Savings Bank, Salem, Mass. 

Samuel H. Beach, president Rome Savings Bank, 
Rome, N. Y. 

H. E. Boynton, treasurer Portsmouth Savings 
Bank, Portsmouth, N. H. 

H. P. Beckwith, president Northern Savings Bank, 
Fargo, N. D. 

Henry C. Hurt, treasurer Union Co. Savings Bank, 
Elizabeth, N. J. 

A. Koppel, treasurer Central Savings Bank, New 

York City. 

J. F. Hardin, president Citizens Savings Bank, 
Eldora, Iowa. 

T.B. Pierce, cashier Home Savings Bank, Durham, 


N.C. 
Committee on Americanization 


The lessons of recent years and especially of the last 
few months so far as they pertain to the need for wider 
appreciation of American institutions, will long be 
remembered. The banking fraternity is in a superior 
position to realize the effect upon American commerce 
and industry, if the causes for European unrest are 
permitted to permeate this country. Savings bankers 
are in a position to most quickly detect any movement 
to place mere sentiment ahead of sound reason. 

To encourage deposits by aliens in American banks, 
and legislation to limit the expert of savings, are two 
important phases of the work of this committee. 

B. F. Saul, Chairman, vice-president American Se- 
curity & Trust Co., Washington, A ae 

Jos. N. Francolini, president Italian Savings Bank, 
New York City. 

F. G. Hotchkiss, secretary and treasurer National 
Savings Bank, New Haven, Conn. 

A. H. Giannini, president East River National Bank, 
New York City. 

A. S. Ward, vice-president and treasurer Howard 
Savings Inst., Newark, N. J 

John M. Satterfield, president American Savings 
3ank, Buffalo, N. Y. 


Committee on Federal Legislation 


The amount of Federal legislation actual or pro- 
posed, which directly affects the interests of savings 
bankers, has largely increased because of the needs, 
either real or assumed, which are incidental to the 
readjustment period. The Section has taken a firm 
position against bills which involve extravagant ex- 
penditures or inequitable distribution of the present 
excessive tax burdens, or place on private initiative 
and opportunity the destructive damper of paternalism. 

The committee on Federal legislation will main- 
tain a close contact with congressional circles and will 
act for the Section following the studies which will 
be made by the committees having charge of special 
probleirs. 


W. A. Sadd, Chairman, president Chattanooga 
Savings Bank, Chattanooga, Tenn. 

R. C. Stephenson, president St. Joseph Loan & 
Trust Co., South Bend, Ind. 

B. F. Saul, vice-president American Security & 
Trust Co., Washington, D. C. 

W. E. Knox, comptroller Bowery Savings Bank, 
New York City. 

James H. Manning, president National Savings 
Bank, Albany, N. Y. 

Melvin A. Traylor, president First Trust & Sav- 
ings Bank, Chicago, III. 

V. A. Lersner, comptroller Williamsburgh Savings 
Bank, Brooklyn, N. Y. 


Committee on State Legislation 


This committee is prepared to continue co-operation 
with any movement which requires legislation in the 
various states. One of the most recent accomplish- 
ments of this committee was to obtain legislation in 
all but two states (Pennsylvania and Wisconsin), to 
authorize investment of savings funds in bankers ac- 
ceptances. 

Legislation for the protection of savings deposits 
in the so-called non-mutual states is expected to re- 
ceive special attention during the present year. 

R. R. Frazier, Chairman, president Washington 
Mutual Savings Bank, Seattle, Wash. 

P. LeRoy Harwood, Vice-Chairman, 
Mariners Savings Bank, New London, Conn. 

Louis Betz, treasurer State Savings Bank, St. Paul, 
Minn. 

W. P. Goodwin, secretary and treasurer Peoples 
Savings Bank, Providence, R. I. 

John W. Whalen, president Union County Sav- 
ings Bank, Elizabeth, N. J. 

W. S. Webb, cashier Missouri Savings Assn. Bank, 
Kansas City, Mo. 


treasurer 


Committee on Forms and Methods 


The special task before this committee during the 
present year will be the revision of the book of forms 
for savings banks and savings departments of com- 
mercial banks, the last edition of which appeared in 
1914. 

Every savings banker is requested to submit his 
special blanks and to give the committee the benefit 
of his experience and suggestions for changes and 
additions which should appear in the new edition. 

H. R. Kinsey, Chairman, assistant-comptroller 
Williamsburgh Savings Bank, Brooklyn, N. Y. 

W. D. Longyear, vice-president Security Trust & 
Savings Bank, Los Angeles, Cal. 

Geo. H. Gould, treasurer Fifth Ward Savings 
Bank, Jersey City, N. J. 

C. A. Simpson, treasurer Rutland Savings Bank, 
Rutland, Vt. 

C. M. Terrell, treasurer Miami Savings Bank, 
Miami, Fla. 

T. F. Wallace, treasurer Farmers & Mechanics 
Savings Bank, Minneapolis, Minn. 

Wm. J. Lum, secretary and treasurer Dime Savings 
Bank, Wallingford, Conn. 


ak, 

& 

nt 
gs 

S, 
ll 
y 
e 

) 


National Bank Section 


Opinions by National Bankers 


N replying to a recent questionnaire which was 
I issued by the National Bank Section, a number 

of our members wrote at considerable length on 

subjects which particularly enlisted their inter- 
est, and from these replies the following extracts 
have been made without revealing the identity of 
the authors, but merely using the names of the 
states in which they reside: 


GEORGIA 
“We have been very 


and undivided profits, but this year we are being 
assessed on the face value of the above items. Land 
values in our community are taken at about one-third or 
less of the value.” 
Iowa 

“T have always thought that country banks were 
entitled to exchange on the collection of checks. When 
the member banks of the Federal reserve banks were 
required to remit for checks without charge it prac- 
tically took away the exchange business which I think 
is a legitimate part of the 
business of the country 
banks. Also, when we 
were required to keep all 


active in encouraging 
Trade Acceptances among 
our customers. We find, 
however, that we are run- 
ning up against a handi- 
cap in that these accept- 
ances cannot be collected 
for our customers with- 
out cost. Why wouldn’t 
it be possible for these 
acceptances to be handled 
by the Federal reserve 
banks without cost of col- 
lection just as they are 
handling our cash items? 
We have quite a number 
of manufacturing plants 
in this city and have a 
good field to work in the 
matter of Trade Accept- 
ances. We are advised, 
however, by some of our 
customers, that it is an 
actual expense to them to 
take acceptances. In other 
words, their customers 
can mail them a check for 
an open account, which 
check we collect for them 
without charge. On the 
other hand, when it comes 
to the matter of collecting 
an acceptance, there are 
charges which amount to 


NATIONAL 


The essence of NATIONAL THRIFT 
WEEK is its “NATIONAL” scope. 
It includes every state, county, city, town, 
hamlet in the United States. 


National Banks Vital Factors 


NATIONAL THRIFT DAY: or BANK 
DAY-—Saturday, January 17. Emphasize the 
service a National Bank renders a community. 
Nearly all National Banks conduct Savings and 


Interest departments. 


MAKE A WILL DAY—Wednesday, Janu- 
ary 21. National Banks having fiduciary powers 
are authorized to act as executors. Lay stress on 
importance of making a will with your bank 
specified as executor. 


NATIONAL BANKS are ome to cooperate: in 
pressing upon the attention of their constituencies 


the tremendous importance of NATIONAL 
THRIFT WEEK~—January 17-24, 1920. 
WORK AND SAVE. 


NATIONAL 


of our legal reserve with 
the Federal reserve bank 
without interest that was 
another great loss to us 
and it is for that reason 
that I believe the Federal 
reserve bank should in- 
crease its dividend rate 
from 6 to 10 per cent. 
6 per cent. may seem like 
a good rate to the banks 
in the East but that is not 
a satisfactory rate of div- 
idend on_ bank stock. 
There is a double liability 
on bank stock and I cer- 
tainly would not invest 
my money in bank stock 
where the dividend rate 
was 6 per cent. when I 
could invest the same in 
farm loans at 5% or 6 
per cent. without double 
liability.” 


New Mexico 


“We think it unfair 
that the Federal reserve 
bank have us carry our 
reserve balance with them 
and do not pay any inter- 
est. Do you not think 
that something can _ be 


quite a good deal in the aggregate. We have taken 
this matter up with the Federal Reserve Bank of At- 
lanta, Ga., some weeks ago, and they seemed interested 
in the matter and suggested that we correspond with 
the American Bankers Association in regard to the 
matter. We will be very glad indeed to have an ex- 
pression from you advising us if it is practical for 
these acceptances to be handled as we have suggested.” 


ILLINOIS 


“T would like to suggest a discusion of the prob- 
lem of local taxation. In the past we have been as- 
sessed on about three-fourths of our capital, surplus 


done by the American Bankers Association to get 
them to pay interest on our balance with them, the 
same as other reserve agents have done in the past?” 


New York 


“TI have heretofore suggested that the Federal Re- 
serve Board take over the duties pertaining to the 
office of Comptroller of the Currency and that the 
Board would simplify things and make the work 
easier for us. The department requires two examina- 
tions by examiners, two examinations by the board of 
directors, and six reports each year, so. that ten months 
of the year we are going through the throes of exam- 
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inations. The reports ask for information which has 
no bearing whatever upon the standing of the banks, 
and if furnished once or twice a year at most would 
be all that would be required for statistical purposes. 
In lending money we think if we have two reports a 
year from reputable parties that we can judge as to 
their credit. I think that the burden of details could 
be considerably reduced and furnish the department 
all that is necessary for them to know as to our con- 
dition. I wish that. the officers of the Treasury De- 
partment would recognize the value of securing pleas- 
ant relations between it and the bankers of the country 
and thus have the co-operation which should always 
exist in financial affairs. The law provides that the 
Federal Reserve Board can take over the work which 
the Comptroller’s office is now performing and I trust 
that the day is not far distant when they will do so.” 
“T would like to see some plan for diverting the 
profits made by the different Federal reserve banks in 
the twelve districts into a fund for insurance of bank 
deposits. I have never seen any good reason advanced 
for turning over the profits (after putting part to 
surplus fund) to the Government. The establishing 
of such an insurance fund would be a strong inducement 
for state banks to become members of the Federal 
reserve system and thereby take advantage of it. The 
August Federal Reserve Bulletin, page 720, states that 
the net earnings of the Federal reserve banks for the 
first six months of the present year were at the rate of 
92 per cent. on the paid-in capital of $81,788,000. 
This tremendous earning power is only possible 
through the member banks furnishing not only capital 
stock (return not over 6 per cent.), but large sums 
on deposit without interest. Of what use is a large 
surplus fund to member banks? Traced back to 
the owners every dollar belongs to the depositors and 
why not give the depositors, through an insurance 
fund, the benefit of their own money and its earnings ?” 


TENNESSEE 


“We are not criticising the Federal reserve bank. 
We do say that they are not going far enough and 
looking after the needs of the country banker. The 
only advantage in rate of interest that we can get is 
for fifteen days, and it is obvious to say that a fifteen- 
day loan is absolutely no good to us. We seldom 
handle an acceptance and the Federal reserve bank 
offers a more attractive rate when bills payable are 
secured by acceptances than by notes of same maturity 
dates. Another objection: the country banker cannot 
have his customers make out sworn statements of 
his resources and liabilities to accompany re-discounts. 
We believe with the balances that national banks are 
compelled to keep with Federal reserve banks without 
interest, that they should pay a more attractive divi- 
dend. If you can give us information where we can 
use the Federal reserve bank to our advantage we 
would appreciate it.” 


WASHINGTON 


“It is certainly becoming a serious question to the 
national banks located in the various states where the 
state guaranty law is in successful operation, which 
is true in the state of Washington. The situation 
appears to us as being one that. really demands the 
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attention of Congress in passing a similar guaranty 
law in behalf of its national banks, otherwise the state 
banks are given an advantage that is really working 
to the detriment of the nationals. While the writer 
is not a particular advocate of the guaranty system, 
yet after having the banking experience he has had 
in three different states where the state guaranty laws 
are in operation he feels justified in saying that it is 
gradually becoming a ‘serious question to national 
banks, and unless an amendment is made to the Na- 
tional Bank Act, affording the same protection to 
depositors as that afforded by the various states, many 
national banks will eventually be compelled to dena- 
tionalize, as they cannot afford to lose the business 
to the state banks.” 


Increased Service to National Banks 
The Washington office of the National Bank Sec- 


tion has sent out to its nearly seven thousand mem- 
bers a questionnaire, the second of the series of 1919- 
1920, which is reproduced below and will be found to 
be self-explanatory: 


To the Member Addressed: 

Although this Section, from its Washington office, is 
doing more for our members than ever before, it is our desire 
to enlarge our service and our purpose now is to become 
the representative of members in their relations with the 
Treasury Department : 

1. In witnessing the destruction of poteunet mutilated 
currency as required by Section 5194, U. S. R. 

2. In examining and verifying bonds held by a Treasurer 
of the United States to secure circulating notes and United 
States deposits. 

3. In telegraphing to members advice of calls for reports 
of condition immediately after their issue by the Comptroller 
of the Currency. 

We know we can perform this service, for you for less 
than you are now paying for it. 

Will you please at once reply to the following questions 
and return in the accompanying envelope. 

Very truly yours, 
Frep. W. Hype, Secretary. 


EFFICIENT AND ECONOMICAL SERVICE BY YOUR OWN 
ORGANIZATION 


1. What is the name of the bank or corporation which now 
witnesses for you the destruction of currency, examines your 
securities and telegraphs advice of the Comptroller’s calls? 

2. What annual fee do you pay for this service? 

3. When does your contract or agreement for this service 
expire? 

4. If the National Bank Section undertakes to perform 
this service at a charge of $4 per annum for banks having a 
capitalization of less than $100,000, and $7 for banks having a 
capitalization of $100,000 or more, will you agree to take this 
service of us when your present contract expires? 

5. What services additional to those specified in “No. 1” 
does your present representative at Washington perform? 


Please give your bank title and location. 


Assistant Secretary Edgar E. Mountjoy 


Edgar E. Mountjoy, of Washington, D. C., was 
born in Wakarusa, Ind., October 29, 1883. He was 
educated in the public schools of Indiana and in the 
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Georgetown University; is a lawyer, a member of 
the bar, has been a practitioner in Elkhart, Ind., and 
is married. In 1910 he came to Washington, as pri- 
vate secretary to Hon. H. A. Barnhart, Representa- 
tive in Congress from Indiana, continuing in that 
position for several years, during the latter part of 
which time he also edited and compiled the Congres- 
sional Directory for the Congress of the United States. 
During the war he enlisted in the Army, was assigned 
to an officers’ training camp and was discharged with 
the rank of first lieutenant. Upon release from the 


Army he entered the service of the Federal Board for 


Vocational Education, engaged in the work of restor- 
ing to commercial and industrial usefulness the sol- 
diers, sailors and marines wounded in the service. 
At the time of Mr. Mountjoy’s resignation from 
the staff of the Federal Board he was the supervisor 
of the vocational placement-training of handicapped 
men in the district embracing the states of Maryland, 
Virginia, West Virginia and the District of Columbia, 
On November 22 he was elected assistant secretary 
of the National Bank Section of the American Bank- 
ers Association and entered upon his duties Decem- 


ber 1. 


Lloyd’s Policies 


By L. W. GAMMON, 


Secretary Insurance Committee 


Mr. W. E. Mellen, of the firm of J. F. Hayden & 
Company, Montreal, Can., recently completed nego- 
tiations (through Messrs. James Hartley, Cooper & 
Co., Ltd., London) with certain underwriting mem- 
bers of Lloyd’s, London for the issuance of a new 
form of blanket bond for the exclusive use of mem- 
bers of the American Bankers Association. The form 
was drafted by Mr. Mellen and submitted to the 
Insurance Committee of the American Bankers Asso- 
ciation. The Committee, in conference with General 
Counsel Paton, suggested certain changes in phrase- 
ology for the: purpose of clarifying the intent of the 
contract. These changes were agreed to by under- 
writers and the form approved by the Committee and 
mention thereof made in its annual report to the con- 
vention at St. Louis. It is the consensus of legal 
opinion that this new form of policy is the broadest 
and best contract of insurance ever placed in the 
field, and considerable credit is due to Mr. Mellen for 
his efforts in behalf of the banks. In connection with 
Lloyd’s policies it is not generally understood that 
all business at Lloyd’s is transacted through brokers 
at Lloyd’s. The underwriting members themselves 
solicit no business and have no direct dealings with 
the public. All premiums are paid through brokers 
at Lioyd’s and all claims collected in the same manner. 
Contrary to the custom in vogue with companies, 
underwriting members of Lloyd’s have no agents. 
In each and every instance the business is negotiated 
through brokers—and the broker represents the as- 
sured, 

When a loss occurs the broker is notified and 
he in turn informs the underwriters interested. It 
is the paramount duty of the broker at Lloyd’s to 
protect the interests of his client (the assured), both 
in placing the insurance with responsible underwrit- 
ing members and in collecting claims therefrom. In 
other words, in choosing a broker one at the same 
time chooses a representative and some care should 
be exercised in making the choice. There are brokers 


at Lloyd’s the same as there are brokers on Wall 
Street; but one does not choose a broker at Lloyd’s 
at random any more than one chooses a broker on 
Wall Street—simply because he is a “broker.” Every- 
thing depends upon the broker. In the first place it 
is the broker that prepares the policy, and it the broker 
that negotiates the rate. Underwriters themselves do 
not prepare policies—they write them. In the second 
place it is the broker that collects the claim, and it 
is to the broker that the assured must look for his 
money. Claims are paid by the underwriters to the 
broker, who represents the assured. Underwriters do 
not receive premiums direct, nor do they pay claims 
direct ; they know only the broker at Lloyd’s. There- 
fore, inasmuch as the value of a Lloyd’s policy is so 
dependent upon the moral and financial responsibility 
of the broker at Lioyd’s, the Insurance Committee 
of the American Bankers Association took the pre- 
caution to carefully search the record of Messrs. 
James Hartley, Cooper & Co., Ltd., London, brokers at 
Lloyd’s before approving the “HAN—C” form which 
carries their name. Messrs. James Hartley, Cooper 
& Co., Ltd., are one of the oldest and most reliable 
firms connected with the Institution of Lloyd’s. The 
chairman of their Board of Directors—the active head 
of affairs—is the present Lord Mayor of London, 
known by everybody. Many of the leading members 
of the American Bankers Association have carried 
policies through Messrs. James Hartley, Cooper & 
Co., Ltd., for years, and have given ample testimony 
as to the value thereof. In endorsing Lloyd’s new 
form of blanket bond, the Insurance Committee quali- 
fied its approval with the understanding that all in- 
surances would be effected by Messrs. James Hartley, 
Cooper & Co., Ltd. Policies not so effected are not 
recognized by the Committee as having approval, as 
its investigation of Lloyd’s has not been extended be- 
yond those underwriting members with whom Messrs. 
James Hartley, Cooper & Co., Ltd., place their busi- 
ness, 


State Bank Section 


T its recent Convention in St. Louis the State 
Bank Section passed a resolution urging that 
state-chartered banking institutions that are 
members of the Federal Reserve System should 

be eligible to designation as Government depositories. 
While Section 15 of the Federal Reserve Act seems 
to make no distinction in this particular between state 
and national institutions, the Secretary of the Treasury 
has never been specifically authorized tq designate 
state institutions as Government depositories. The sub- 
ject was brought to the attention of the Federal Re- 
serve Board in 1915, and July 8 of that year Hon. M. 
C. Elliott, who was then Counsel of the Federal Re- 
serve Board gave an opinion to the effect that Section 
15 of the Federal Reserve Act did not enlarge the 
powers of the Secretary of the Treasury so as to permit 
him to make general Government deposits in other 
institutions than national banks. A copy of Mr. 
Elliott’s opinion follows: 


July 8, 1915. 

Str: This office has been requested to give an opinion 
on the question of whether or not state banks upon joining 
the Federal reserve system become eligible to act as Govern- 
ment depositories for any Government funds other than 
postal savings deposits. 

In order to determine this question it is necessary to 
review those acts of Congress which relate specifically to 
the deposit and custody of public monies. The act of June 
3, 1864, as amended, the act of March 4, 1907. (see Revised 
Statutes, section 5153), provides in part as follows: 


All national banking associations shall be deposi- 
tories of public money under such regulations as 
may be prescribed by the Secretary. 


The act of June 25, 1910, Chapter 386, 36 Statutes, 814, 
prescribes that the funds received at postal savings depository 
offices in each city, town, village, or other locality, shall be 
deposited in solvent. banks located therein, whether organized 
under national or state laws, which are willing to receive 
such deposits under the terms of the act and the regulations 
made by authority thereof. The word “bank” as used in the 
law includes savings banks and trust companies doing a 
banking business. (See Regulations for the guidance of 
qualified banks and others concerned, issued by the Board 
of Trustees, Postal Savings System, effective July 1, 1913.) 


; The Federal Reserve Act, Section 15, provides in part 
that: 


The moneys held in the general fund of the treasury 
* * may, upon the direction of the Secretary of 
the Treasury, be deposited in the Federal reserve 
banks; * * * and the revenues of the Government 
or any part thereof may be deposited in such banks. 

* * No public funds of the Philippine Islands, or 
of the postal savings, or any Government funds, shall 
be deposited in the continental United States in any 
bank not belonging to the system established by this 
act; Provided, however, that nothing in this act 
shall be construed to deny the right of the Secretary 
of the Treasury to use member banks as depositories. 


It has been suggested that the proviso last above quoted 
gives to the Secretary of the Treasury the right to designate 
state banks which become members of the Federal reserve sys- 
tem as Government depositories. It is clear, however, from an 
examination of the acts in force prior to the passage of the 
Federal Reserve Act, that the Secretary of the Treasury was 
without power to designate any bank, other than a national 
bank, as a Government depository, and while the use of the 
words “member bank” in the proviso quoted would seem 
to indtcate that Congress intended to include state bank 


members, it failed to affirmatively vest the power to designate 
state banks in the Secretary of the Treasury. 

In order, therefore, to reach the conclusion that state 
banks may be designated under the law, it is necessary to 
interpret this proviso as an affirmative enactment vesting 
this right in the Secretary. Such an interpretation would 
be clearly contrary to the rules of construction laid down 
by the Supreme Court of the United States. In the case 
of Minis v. United States (15 Peters, 423-445), Justice Story, 
in delivering the opinion of the court, says: 


“It would be somewhat unusual to find engrafted 
upon an act making special and temporary appropria- 
tions any provision which was to have a general and 
permanent application to all future appropriations. 
Nor ought such an intention on the part of the legis- 
lature to be presumed, unless it is expressed in the 
most clear and positive terms, and where the language 
admits of no other reasonable interpretation. The 
office of a proviso generally is either to except some- 
thing from the enacting clause, or to qualify or 
restrain its generality, or to exclude some possible 
ground of misinterpretation of it, as extending to 
cases not intended by the legislature to be brought 
within its purview. A general rule, applicable to all 
future cases, would most naturally be expected to 
find its proper place in some distinct and independent 
enactment.” 


This case is cited with approval in the later case of 
Austin v. United States (155 U. S., 431). 

In the absence, therefore, of any specific provision in the 
Federal Reserve Act vesting in the Secretary of the Treasury 
the right to deposit Government funds in state banks which 
are members of the Federal reserve system, it seems clear 
that he has no greater right to designate such banks as 
depositories than he had prior to the passage of the Federal 
Reserve Act. 

This conclusion is further borne out by an examination 
of the bill as it passed the House and as it was amended 
by the Senate and adopted in conference. Under the pro- 
visions of the House bill the Secretary was required to 
deposit in Federal reserve banks all funds except funds held 
for the redemption of circulating notes. By the Senate 
amendment the Secretary is permitted to deposit such funds 
in Federal reserve banks, and the proviso referred to, read 
in connection with the context of this section, was clearly 
intended merely to authorize the Secretary to continue to 
use national banks as Government depositories if in his 
discretion he finds this necessary or advisable. 

I am, therefore, of the opinion that while the use of the 
words “member bank,” instead of national bank, in the 
provision above quoted, would seem to indicate an intention 
on the part of Congress to broaden the powers of the Sec- 
retary of the Treasury in this regard, such an interpretation 
is not consistent with the rules of construction laid down 
by our courts, and that member banks can accordingly be 
used as depositories to no greater extent than they were 
used prior to the passage of the act. In other words, state 
banks* becoming members of the Federal reserve system may 
continue to be designated as depositories for postal savings 
funds, and national banks may continue to be designated as 
depositories for such funds and for public moneys generally. 

M. 
To. Hon. CHartes S. HAMLIN, 
Governor Federal Reserve Board. 


. Ettiotr, Counsel 


The subject matter was submitted to the Adminis- 
trative Committee of the American Bankers Associa- 
tion at its meeting in New York, November 20, with 
the request that the moral influence of the Association 
be used to obtain legislation by Congress that will 
authorize the -designation of state-chartered banking 
institutions as Government depositories provided they 
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are members of the Federal reserve system. The Ad- 
ministrative Committee unanimously voted accordingly. 


Model State Bank Laws 


At a meeting of the State Bank Section at the 
St. Louis Convention of the American Bankers Asso- 
ciation on Wednesday evening, October 1, the entire 
evening was devoted to a symposium on the subject 
of constructive state bank legislation. E. C. McDougal, 
president of the Bank of Buffalo, Buffalo, N. Y., and 
chairman of the State Legislative Committee of the 
Section, presided. Hon. George I. Skinner, Superin- 
tendent of Banks of the State of New York, was the 
chief speaker. Leading state bank supervisors and 
many representatives of state-chartered banking in- 
stitutions took part in the discussion which followed 
Superintendent Skinner’s address. 

Under fixed conditions, said Superintendent Skin- 
ner, it would be impossible for human genius to de- 
vise a system of banking under which our banking 
institutions could be the perfect servants of business 
and commerce which they should be in order to fully 
develop all the varied resources of the communities 
in which they are located and at the same time abso- 
lutely protect the interests of depositors whose funds 
are placed by them at the disposal of our shipbuilders, 
our manufacturers, mechants and farmers. Even if 
the human mind could conceive so perfect a statute, 
language is such an imperfect instrument of thought 
that even where the utmost care has been exercised 
by legislators and revisers of banking laws, ambiguity 
and doubt frequently result from the phraseology used 
and the intent of the draftsman becomes subject to 
the adjudication of the courts. 

Not only are conditions in different states so varied 
that a statute that was almost perfectly adapted to 
the needs of one state would not fully respond to 
the needs of another, but even in the same state con- 
ditions change from time to time. There is constant 
growth and development and there must be constant 
amendments to our banking laws to meet changing 
conditions. It is impossible to create one uniform, 
hide-bound banking law which will provide for the 
needs of all the different communities embraced in 
so wide a territory as the United States of America. 

Local laws can best meet local conditions. If we 
are to have continuous progress, there must be more 
or less elasticity, and the wonderful development of 
state banking institutions, notwithstanding the great 
system of commercial banking created by the National 
Banking Act, the great advantages conferred from 
time to time upon national banks by Federal legisla- 
tion, not to emphasize the hostility to state institutions 
shown by Federal officials, is due to that fact. 

The ‘provisions embodied in the banking ‘laws of 
the various states are so manifold and various that 
it would be useless to attempt to discuss in the time 
allotted any but the most salient features. They may, 
however, be subdivided into two general classes—pro- 
visions designed to protect depositors, including pro- 
visions for supervision and restrictions upon the 
powers of banking institutions, and those which con- 
fer such powers upon them as are deemed necessary 
to broaden their functions and usefulness and to enable 
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them to play their part in promoting commerce, manu- 
facturing, mining, agriculture and the general business 
of the country; for banking is the foundation upon 
which the entire superstructure of the business life 
of the nation is erected. 

In a larger sense than ever before, the happiness 
and prosperity of the human race, the development 
of society and the preservation of civilization are 
dependent upon the extent to which our bankers meet 
the demands made upon them. The manner in which 
the wealth of the world is distributed among different 
classes of our population is becoming more and more 
important, and adequate protection must be afforded 
to those who are willing to perform their part of the 
manual as well as the mental labor of the world for 
the purpose of maintaining themselves and their fam- 
ilies in comfort, during old age and in sickness as 
well as in the days of their strength. Their savings 
as well as their muscles and their minds are employed 
in‘the world’s business and the belief that the laborer 
and the capitalist—and every saver is a capitalist— 
should share equitably in the results of their efforts 
and be assured under all ordinary conditions of happy 
and peaceful lives, is a kind of socialism to which 
we can all subscribe. 

It seems to have been demonstrated in this country 
that supervision of banking institutions is desirable, 
although there is still much discussion as to the powers 
that should be conferred upon supervising officers. 

In my judgment, the desirability of supervision 
being admitted, the powers conferred upon the Com- 
missioner or Superintendent of Banks should be very 
broad and he should be given a very wide discretion. 
In making this statement I have no regard for the 
peace and comfort of the supervising officer, for the 
exercise of discretion is a constant source of vexation 
and annoyance. I speak from experience, for in the 
banking law of the State of New York, which is 
largely the product of the best thought of our most 
intelligent bankers, powers are conferred upon the 
Superintendent of Banks which make him almost an 
autocrat. Like the ancient seignors, he has the power 
of life and death. No corporation can be authorized 
to transact a banking business under the state law 
without his approval, and he is given authority to 
close an institution when, in his judgment, it is unsafe 
and inexpedient for it to continue in business. A 
state banking institution cannot change its location or 
open a branch office without his consent. He is given 
power to liquidate an institution when closed. I be- 
lieve that experience in our state justifies the wisdom 
of these provisions. 

I have never known a time at which the exercise 
of discretion with reference to the creation of new 
banking institutions was so necessary as the present. 
Never before have so many men seemed to be desirous 
of engaging in the banking business and, were it not 
for the discretion given to the Superintendent of 
Banks, there would also be, in my judgment, an 
undue extension of branch banking in the cities where 
it is authorized. After ten years experience, I think 
I am justified in stating that the liquidation of closed 
institutions by the Superintendent of Banks has been 
fully justified. Receivers’ fees have been eliminated 
and the general work of liquidation is conducted upon 
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an economical and business basis. The attorneys’ fees 
which have sometimes been the subject of criticism 
have, I think, always compared favorably with those 
allowed in bankruptcy or receivership proceedings, 
and as the result of experience and constant effort 
have been greatly reduced in recent years. On the 
whole, I have no doubt that there will be a great 
saving to the unfortunate depositors with failed insti- 
tutions in all states where this system is adopted. 

There is one power conferred upon the Commis- 
sioner of Banks in some of the western states that 
might well be inserted in any model state banking law, 
especially if the state has mutual savings institutions, 
although it is a provision which, owing to conditions, 
is not fully effective and must certainly add to the 
problems and perplexities of supervising officers. That 
is the power to fix the maximum rate of interest which 
a state banking institution may pay to depositors. In 
order to make this power as beneficial as possible it 
would, of course, be necessary that the same power 
be conferred upon and exercised by the Comptroller 
of the Currency with reference to national banks, 
and just and harmonious action taken. It is possible 
that in the case of stock corporations the necessity 
of preserving the good will of stockholders will, in 
some cases, serve as something of a check upon officers 
who are so ambitious to build up a large deposit lia- 
bility that they will pay excessive rates of interest 
and almost invariably and as a necessary consequence, 
consider the return upon proposed investments rather 
than their safety. In no case would it be necessary to 
make rulings upon interest rates applicable to an entire 
state and in few cases would it be essential to make 
a ruling applicable to an entire community. «In most 
cases, undue competition for deposits is forced upon 
the banking institutions of a particular city by one 
of the weaker institutions, and I have seen so much 
of the evils attendant upon the practice that I believe 
that this power might properly be conferred upon the 
supervising officer with reference to stock corporations 
and that it should be conferred upon him with refer- 
ence to mutual corporations. 

There is another set of provisions designed to safe- 
guard depositors which are more or less common to 
the banking laws of the different states. I refer to 
capital requirements, the double liability of share- 
holders, reserve requirements, limitations upon loans, 
sworn reports and various provisions with reference 
to bookkeeping and false entries. 

These provisions are so numerous and so general 
that, with a few possible exceptions, they do not need 
discussion at this time. Many of the requirements 
vary in different states and even in different localities 
in the same state. In New York, the requirement as 
to capital is based upon the population of the place 
in which the institution is to be located. The Comp- 
troller of the Currency has recently suggested a dif- 
ferent limitation, the deposits which an institution 
may receive being limited by the capital and surplus 
of the institution receiving them. Theoretically at 
least, such a limitation is logical and, while I do not 
personally believe that it is necessary to have so low 
a maximum of proportionate deposits as was proposed, 
some limitation of this character may very well be 
considered. We have in New York State, even before 
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the suggestion of the Comptroller, endeavored by va- 
rious methods of persuasion to induce institutions to 
maintain a capital and surplus fairly proportionate to 
their deposits. 

I am of the opinion that state banking institutions 
should, within proper limitations, be permitted to 
make loans directly upon real estate and to accept 
real estate collateral. The strictly commercial institu- 
tions located in large cities would not, even if per- 
mitted, desire to make many loans of this character, but 
in the smaller places and within a restricted territory, 
such loans can be safely made and form a much better 
investment for local institutions than some of the bonds 
which they are so frequently induced to buy in large 
quantities and which fluctuate so greatly in value, or 
certain grades of commercial paper the value of 
which is entirely unknown to the officers of the bank 
investing in it. Such investments also prevent the 
piling up of unused money at low rates of interest 
in the larger banks. 

While in New York State the needs of home- 
builders and of farmers are, to some extent, taken 
care of by institutions of a special character, such 
as our mutual savings banks and savings and loan 
associations, I believe that state banking institutions, 
where they can with safety, should use the money 
deposited with them in the development of the com- 
munities in which they are located. The creation of 
a class of home-owners and the development of agri- 
culture are of as much concern to the public at large 
and to the institutions themselves, as general business 
needs. 

I also believe that the provisions of our laws by 
which we permit larger loans, when they are secured 
by collateral of well-known value, or are made upon 
strictly business paper, than upon the note of an indi- 
vidual, even with an accommodation indorsement, 
recognize a very proper distinction. 

Recent proposed amendments to the National 
Banking Act indicate that the reasoning that long ago 
prevailed in New York State is impressing itself upon 
the minds of the Federal legislators. Our law, also, 
required banking institutions, both stock and mutual, 
which receive general deposits to create from their 
earnings surplus or guaranty funds, in addition to 
capital requirements, for the further protection of 
the general public. The effect of the creation of such 
funds in New York institutions has been admirable. 
An attempt is now being made in some states to 
employ this principle as the basis for a so-called 
Guarantee of Deposits. I dislike to introduce this 
subject at this time, but, while the guarantee of de- 
posits exists in some states and the insertion of sim- 
ilar provisions in the Federal statute is being urged 
year after year, this subject cannot be wholly ignored 
in a discussion of Model Laws. We must be prepared, 
if opposed to the guarantee of deposits, to present 
unanswerable arguments against the proposition both 
to Congress and to our state legislatures, for, in 
the present state of the public mind, the expression 
has as attractive a sound as the term “A League of 
Nations” when defined as a league to prevent war 
and insure peace. The subject is too big and has too 
many phases to admit of our attempting a complete 
elucidation of the various problems presented at this 
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time. They should, however, be receiving very care- 
ful and very complete consideration, for the banks, 
from their recent co-operation with the Government 
for patriotic purposes, are being recognized more and 
more by people generally as performing semi-public 
duties and assuming semi-public responsibilities. 

I have spent so much time in the consideration of 
statutory provisions designed to protect depositors 
that I shall have little opportunity to discuss the 
provisions with reference to the powers of banking 
institutions which are from the bankers’ point of view 
of even greater importance; for, while it is the duty 
of our legislators to afford as complete protection to 
the depositors with financial institutions as is prac- 
ticable, the standard of banking institutions in this 
country has become as high as in those countries 
where no supervision whatever is exercised. Banking 
has become a science, a profession, and if all bankers 
were wise, honest and followed approved banking 
methods, neither supervision nor restrictions and limi- 
tations would be necessary while every power could 
be conferred upon banking institutions which would 
help them to promote the business and commerce. of 
the different states and of the nation. 

New York is one of the states in which some 
classes of banking institutions are, under certain limi- 
tations and conditions, authorized to open and main- 
tain branch offices, and I have become an almost un- 
willing convert to the belief that the power to establish 
branch offices under certain restrictions should be 
given to banking institutions under such conditions 
as prevail with us. Those of you who live along 
the northern border are familiar with the history of 
branch banking in Canada, and I believe that experi- 
ence in New York shows that in cities having a pop- 
ulation of more than two hundred thousand, branch 
banking has justified itself by affording banking facili- 
ties in sections which could not otherwise be properly 
served, encouraging thrift among those who would 
not otherwise save and making available for the busi- 
ness of the country funds that might otherwise be 
hoarded. It is certainly better to have outlying sec- 
tions of the large cities served by strong and solvent 
institutions through branch offices than by weak in- 
stitutions which would necessarily be struggling for 
life, even if they continued to exist. The same reason- 
ing would justify the establishment of branch offices 
in other municipalities within a limited territory, 
provided their establishment did not involve competition 
with small institutions or tend to create a monopoly 
in banking. In other words, I am inclined to the 
opinion that it would be for the public benefit, if 
large institutions were authorized to establish branch 
offices in small places within twenty-five or fifty miles 
of the location of their main offices, provided that 
after the establishment of such branch offices there 
would be no competition with other institutions located 
in the same place. By this means banking facilities 
could be afforded in many small villages which are 
now without them and in which independent institu- 
tions of adequate size and strength cannot be profit- 
ably maintained. It is evident, moreover, that if this 
country is to make the most of its opportunities in 
foreign trade and commerce, foreign branches of our 
institutions must be opened in order to afford the 
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same support to our merchants and manufacturers and 
their customers as has been given to the merchants 
and manufacturers of European countries by their 
great international banks in the past. In this respect, 
as in some others, the bankers of New York have 
shown the way and our statutes and practice have 
served as a model for Federal legislation as well as 
for the legislatures of other states. 

The ordinary powers of banks are so numerous 
and so universally granted in substantially the same 
terms that it is not necessary to enumerate them or 
comment upon them. It frequently occurs, however, 
that as the result of a change in general conditions 
or of special and local needs, the exercise of new 
powers is desirable. If they are general in their 
nature and can be safely exercised by institutions 
receiving deposits from the general public they can, 
like recent provisions with reference to acceptances, 
be promptly incorporated in the statutes relating to 
commercial banking institutions. If, however, they 
are of such a character or so much in the nature of 
an experiment that the deposits of the general public 
should not be put at risk in their exercise, different 
types of corporations can be readily created by state 
legislation and only the funds of those who wish to 
adventure along these new lines put a hazard in the 
new business. 

In New York State, we have no less than three 
different classes of corporations which have been 
created to relieve needy borrowers from the exactions 
of the loan sharks and, under somewhat different 
circumstances and conditions, render assistance to 
the worthy and industrious poor. It is needless to say 
to men who know that the return must be proportion- 
ate to the risk, that an investment in these corpora- 
tions is made attractive and that by one method or 
another the moral hazard is quite fully determined. 
In the same manner when it became apparent that 
foreign trade and commerce afforded great oppor- 
tunities of which ordinary banks and trust companies 
could not avail themselves with the same safety to 
their depositors as before, investment companies with 
a minimum capital of two million dollars were author- 
ized by our banking law in order to occupy the new 
field, but were prohibited from receiving general de- 
posits locally. At the same time, our banks and 
trust. companies were authorized to invest in their 
shares. The capital stock of one of these corporations 
is held entirely by national banks, and I presume you 
have all noticed the recent efforts of the National Gov- 
ernment to promote and sustain foreign trade and 
commerce along somewhat similar and even broader 
lines. 

No system of department store banking that can 
be devised by Federal officials or Federal legislators 
can so surely and so quickly meet the special needs 
of these days of reconstruction or respond to the 
constantly changing and constantly increasing require- 
ments of the times as state institutions organized under 
state laws. 

With initiative and intelligence, proper co-opera- 
tion and organization, I believe that the future of 
banking in this country will be quite as largely in 
the hands of the men connected with state institutions 
as has been its past. You are the first to discern or 
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foresee local needs and to adapt your business to local 
conditions and changes. You can most readily im- 
press your views on state legislatures. Large bodies 
are proverbially slow and the Congress of the United 
States has so many important matters to consider that 
the special banking needs of Nevada or New York 
make comparatively little impression upon that body 
as a whole. I would be the last to assert that any 
state had a system of supervision superior to that 
under the direction of the Comptroller of the Cur- 
rency, or that deposits in state institutions were any- 
where better safeguarded than in our great, strong and 
conservative national banks. I am ready to admit that 
the National Government can call to its service abler 
men than are available in similar capacities in any 
state; but if in the future there is not created in any 
state an equally efficient system of supervision, if the 
interests of depositors are not equally well protected 
and local and special business needs even better 
served, it is the fault of the bankers of that state, of 
its Superintendent or Commissioner and its bank ex- 
aminers. Take the knowledge of men and their char- 
acter which is so essential in the work of examination 
and supervision and in the development of banking 
resources by proper legislation, and consider whether 
it is humanly possible for any official at Washington 
to have as accurate a knowledge of the bankers of 
the United States as any Superintendent or Commis- 
sioner can have of the bankers of his state, to say 
nothing of a comprehension of local business condi- 
tions and requirements. 
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In perfecting your systems and procuring proper 
state legislation, you will have at all times the support 
of your brethren of the national banks, unless the 
legislation is discriminatory in its character, and | 
am sure we all believe in constructive and not de- 
structive legislation. In New York State at least, it 
has been utterly impossible to create any general class 
jealousies and in urging any proper legislation upon 
our state legislature for the benefit of state institutions 
and the development of the banking resources of the 
state through them, I have always confidently relied 
upon the support of the broad-minded men in control 
of our national banks. 

Before us are some of the most tremendous prob- 
lems of all time. The labor question, the high cost 
of living, housing problems, production, transportation 
and distribution, all are clamoring for immediate so- 
lution. Behind them all is the question of money; 
the special instrument with the use of which you are 
so peculiarly familiar and in the distribution and em- 
ployment of which you are so constantly and so con- 
tinuously engaged. Consequently, the final solution 
of all these problems rests to a large degree with you 
and your responsibilities are correspondingly great. 

I reiterate that the future of banking in this coun- 
try, the prosperity and the happiness of its people, 
aye, the future history of civilization itself, are largely 
in the hands of the men connected with state banking 
institutions, 


Mortuary Record of Association Members 


REPORTED FROM OcToBER 26 To NoveMBER 25, 1919 


Allen, Chas. E., president Citizens National Bank, Harrison- 
ville, Mo. 

Bauer, Joseph, assistant cashier First National Bank, Manis- 
tee, Mich. 

Brewer, Abjah R., president Glen Ridge Trust Company, 
Glen Ridge, N I. 

Brus, Edward, president Blue Grass Savings Bank, Blue 
Grass, Iowa. 

Candee, William E., cashier First National Bank, Forest- 
ville, N 

Cole, George B., vice-president Peoples National Bank, Ship- 
penburg, Pa. 

Dorrance, John G., president First National Bank, Camden, 

Durham, Ezra D., member Executive Council, American 
Bankers Association, 1907-1910, Onarga, IIl. 

Gilbert, Lewis Newton, president Ware Savings Bank, Ware, 
Texas. 

Holden, Raleigh Warner, cashier Bank of Honeoye Falls, 
Honeoye Falls, N. Y. 


ne. W., cashier Commercial National Bank, Tiffin, 
io. 


ae Edward H., president First National Bank, Ipswich, 

ass. 

Lowrie, Wm. C., vice-president Columbia National Bank, 
Pittsburgh, Pa. 

Marting, Col. H. A., president Citizens National. Bank, Iron- 
ton, Ohio. 
McGavren, J. S., president First National Bank, Missouri 
Valley, Iowa. 
Mitchell, Henry C., 
Boston, Mass. 
Rankin, Stacy B., president Bank of South Charleston, South 
Charleston, Ohio; vice-president Fifth-Third National 
Bank, Cincinnati, Ohio. 

Scott, Wallace, president First National Bank, Grangeville, 
Idaho. 

Wardell, Chas. H., cashier Farmers & Merchants National 
Bank, Matawan, N. J. 

White, Henry, president First National Bank, Wallace, Idaho. 

Wood, John C., president First National Bank, Beeville, 
Texas. 

Young, Dr. Miller, — Farmers Savings Bank, North 
Liberty, Iowa. 


treasurer South Boston Savings Bank, 


State Secretaries Section 


Campaign Against “Blue 
\ T the annual convention of the Indiana Associa- 


tion the following resolutions were adopted, 

which are being supplied to member banks on a 

large placard with the request that it be hung in 
a conspicuous place in the bank lobby. The card calls 
attention to the fact that the bank is always at the serv- 
ice of the public to assist in finding proper investments 
and also to the sorow, regret and financial loss that has 
resulted from investing in unknown schemes or un- 
known companies, and states: “The bankers of Indi- 
ana have adopted the following resolutions in which this 
bank has joined, to help protect their customers and to 
aid in stamping out illegitimate schemes and in driving 
out of this state the ‘suave-tongued’ professional sales- 
men of ‘wildcat’ propositions. If YOU do not buy 
from him he WILL HAVE to seek other fields or go 
into legitimate work. Help drive such men and con- 
cerns they represent out of Indiana.” 


The Resolutions 


“Believing that legitimate business will readily 
command capital, that the demand for private enter- 
prise will readily be apparent. 


“1, We most strongly condemn the methods engaged in 
by many in starting new corporations or establishing business 
largely for the promotion of salaries, exorbitant commissions, 
and in most cases involving the commission of fraud. 

“2. We condemn the practice of any banker of Indiana 
in receiving any compensation or inducement for his influence 
in promoting such concerns. 

“3. And the members of this Association put themselves 
on record as promising not to carry, buy, purchase stock or 
approve a business that is established for the purposes herein 
first mentioned. We announce it as our declared purpose 
to refuse to finance any enterprise of the designated nature.” 


Inauguration of New Service 


Secretary Smith has announced that “Income Tax 


Meetings” have been scheduled for each of the Indi- 
ana groups, at which an expert will be present to 
give information and discuss any tax problems the 
member banks may care to submit. A pamphlet en- 
titled “Federal Income Tax as it Applies to Farmers,” 
compiled by Secretary Smith and A. H. Lindop, in- 
come tax expert, is being supplied to members bearing 
the imprint of the bank name. 


Mutual Insurance for Bank Employees 


Owing to the present limitation upon group in- 
surance among banks having less than fifty employees, 
the officers of the Wisconsin Bankers Association are 
attempting to provide some simple, safe, workable 
plan, and at a very low premium, whereby life and 
accident (and possibly health) insurance may be of- 
fered the employees of Wisconsin banks by the monthly 
contribution of a small sum to an insurance fund— 
either by the bank for its employees or by the em- 


ployees themselves. Preliminary to working out 
tentative plans, the association’s insurance committee 
has sent out cards to member banks for the purpose 
of obtaining information relative to their experience 
and general data on which to base calculations. 


Conference of Mississippi Bankers 


A conference of Mississippi bankers was held in 
Jackson, October 24, for the purpose of considering 
the action of the Federal reserve banks in forcing 
the parring of checks, and which it was stated had 
been called in response to the request of a number of 
banks throughout the state in order that some uni- 
formity of action might be agreed upon on the part 
of the banks. 

The following resolutions were adopted as expres- 
sive of the sentiment of those present: 


“Resolved, That it is the sense of this meeting that the 
action of the Federal reserve banks in attempting to arbi- 
trarily enforce the parring of items, thus forcing the banks 
to render services gratis, is unwarranted and highly objec- 
tionable to us; and 

“Resolved Further, That if this course is persisted in, we 
agree to use every effort to prevent its consummation. 


“Resolved, That the Senators and Representatives of this 
state be requested to ask for a Congressional investigation of 
the ruling of the Federal reserve banks, to determine whether 
they are justified, under the law, to make the demands they 
are making on the state banks to handle checks at par. 

“Resolved, That this meeting endorses the resolution. 
passed by the State Bank Section of the American Bankers 
Association, looking toward the contest of the constitution- 
ality of paragraph 13, section 16, of the Federal Reserve Act 
and that we urge the support of all state banks throughout 
the country in carrying through this contest. 

“Resolved Further, That we co-operate with the bankers 
of other states in this movement. 

“Resolved, That it is the sense of this meeting that one- 
tenth of one per cent. (7/» of 1%) is a fair maximum 
charge in remitting for cash letters, with a minimum of 
ten cents. 

“Resolved, That it is the sense of this meeting that any 
bank desiring to stamp its checks shall use this indorsement: 
‘Payable in cash to the original payee, otherwise in exchange 
at a maximum service charge of */1 of 1 per cent.’ 

“Resolved, That a committee of five (including the secre- 
tary) be appointed by the president to have charge of the 
carrying out of the wishes of this meeting; that all matters 
connected herewith be referred to this committee for action; 
that the matter of raising the necessary funds be left to 
this committee; that the committee be authorized to do what- 
ever they may deem best in effecting the relief sought, to 
act in co-operation with like committees from other states 
and to go to Washington, if found necessary.” 


Referring to the special meeting of the Louisiana 
bankers on October 16, at which a motion that member 
banks not wishing to par items print across the face 
of their checks the words: “This check will not be 
paid through express companies, post offices or any 
Federal reserve bank or its agents,” resulted in the 
appointment of a committee of three to confer with 
the attorney of the Louisiana Bankers Association to 
decide upon the phraseology to be placed upon checks 
and urge upon the bankers of the state to adopt same 
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as the uniform recommendation of the association, 
the following expression has been received from Sec- 
retary William J. Field of New Jersey. 


‘T notice in Service Bulletin 19-2 reference to the action 
of the Louisiana bankers in protesting against the endeavor 
of the Federal reserve bank to par checks throughout the 
country. 

“It seems to me very unreasonable that the banks should 
endeavor to unload this charge on someone who is not 
responsible for it. If the customers of a bank in Louisiana 
desire to purchase goods in Europe they certainly would not 
send to Europe a check on their local bank in payment; why 
does not the same situation apply whenever they purchase 
goods outside of their home towns? 

“They place money in a local bank which is only cash in 
that bank; if they want to make payments in another place 
they should naturally pay the bank for transferring their 

money to such place of, payment and this can be done in one 
of two ways, either to purchase from their bank exchange on 
the place of payment or permit their bank to charge from their 
account the cost of remitting when their check is presented 
to the bank. 

“It seems to me they are attacking the situation from 
the wrong standpoint when they endeavor to interfere with 
the method of the Federal reserve bank, as that bank is 
endeavoring to serve the interests of the whole country. I 
do not believe the banks who oppose the action of the Federal 
reserve bank will receive much sympathy from the general 
banking fraternity.” 


In view of the resolutions adopted providing for 
the stamping of checks with certain phrases, we took 
the matter up with Counsel Paton in order to ascer- 
tain what effect such action would have upon the 
negotiability of same and the Secretary is in receipt 
of his opinion as quoted herewith: 


“Replying to yours of October 30th, a check which con- 
tains provisions as follows: 


“‘Not payable through the Federal reserve bank’ 

“‘This check will not be_paid through express 
companies, postoffices or any Federal reserve bank or 
its agents’ 


is, according to the courts, valid and negotiable; the drawee 
has the right to refuse payment if presented through the pro- 
hibited channels, and if so presented and refused, the holder 
has no right to protest the check. 


“So far as the following provisions are concerned: 


“*Payable in cash to the payee, otherwise in ex- 
change at current rates’ 

“Payable in cash to the original payee, otherwise 
in exchange at a maximum service charge of 7/1 
of 1 per cent.’ 


it is uncertain whether checks containing such provisions 
would be held negotiable. There is a conflict of authority 
whether_a check payable ‘in exchange’ is a negotiable instru- 
ment. Some courts hold it is payable in money, while other 
courts hold it is not payable in money, but in a commodity, 
namely, a bill of exchange. Furthermore, there is an alter- 
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native provision in such a phrase, the alternative depending 
upon the condition whether the check is presented by the 
payee himself or by some other holder and this might be 
construed by the courts as not calling for the payment of a 
sum certain in money absolutely and at all events. It is 
doubtful, therefore, whether checks containing the two clauses 
last above quoted would be held negotiable.” 


Analysis of Accounts 


The President of the Missouri Association this 
year appointed a Committee on the Analysis of Ac- 
counts, the idea being to awaken interest in the analy- 
zation of customers’ accounts to determine whether 
they are profitable. The Committee presented the 
matter at each of the group meetings and prepared 
a form for basis of discussion of such analysis. The 
following is quoted from circular letter issued by the 
Committee under date of November 26: 


“Any customer who sells a large quantity of goods away 
from home, so that he deposits a heavy volume of checks or 
drafts on other towns, possibly, if not probably, causes you 
a loss on his business. We do not mean a loss apparent only 
at the end of a complicated computation, the accuracy of which 
might be doubted. The form given does not pretend to out- 
line an exact analysis, but its faults are all in the customer’s 
favor. It disregards entirely the item of overhead expense 
in the bank and assesses no part of it against the big account 
being analyzed. It places most emphasis on the amount of 
deposited items which may be outstanding in process of 
collection.” 


To Visit Battle Fields 


Secretary Bartlett of Wisconsin is arranging for 
a European trip for a party of about 100 bankers 
and their friends, which is expected to sail July 10 
to 20. The plans are for a five-week trip, two weeks 
on the ocean and about three weeks on land, the total 
cost to be $650 to $700 for each person from New 
York and back again, the travelers to be relieved of 
all worry and detail connected with foreign travel. 
It is contemplated to spend four days in Paris, with 
one day’s driving in auto to the Louvre, the cathe- 
drals and Eiffel Tower ; one day’s driving to Versailles 
and vicinity; one day’s auto tour to Belleau Wood, 
Torcy and Chateau-Thierry battle fronts; Paris to 
Brussels and Antwerp; auto tour along Hindenberg 
line to Ypres and Ostend; American sector of battle- 
fronts two days, including Bar le Duc, Nancy, St. 
Mihiel and Argonne forest; American cemeteries; 
four days in London, with visits to Warwick castle, 
Stratford-on-Avon and Shakespeare’s house; coach, 
boat and rail through lake region of Scotland. 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


December, 1919 


Changes Among Bank Officers 


Following is a list of changes in institutions which are members of the American Bankers Association, reported to the 


JournAL from October 26 to November 25, inclusive. 
mediately of any such changes. 


ARIZONA 


Duncan—Charles F, Oare elected cashier Bank of Duncan, 
succeeding B. R. Lanneau. 


CALIFORNIA 


Baldwin Park—Glenn W. Scott elected cashier First 
National Bank, succeeding J. Cleve Scott, resigned. 

Inglewood—W. G. Brown elected president First National 
Bank, succeeding C. H. Brown, deceased. 

Merced—L. R. Fancher elected president Merced Security 
Savings Bank, succeeding Clarence M. Smith. 

Pasadena—Francis E. Stevens elected vice-president First 
National Bank. 

Reedley—R. _H. Rasmussen elected cashier Reedley Na- 
tional Bank, succeeding G. B. Huebert, resigned. 

San Francisco—Wm. R. Pentz elected vice-president and 
cashier Bank of California, succeeding I. F. Moulton, retired. 
. San Francisco—Stuart F. Smith elected vice-president 
The Mission Bank; Herbert A. Thayer appointed cashier. 


GEORGIA 


Abbeville—T. M. Cook, formerly cashier, elected vice- 
president Bank of Abbeville; Fred. Ewing, now cashier. 

Homer—J. W. Jolly elected cashier Banks County Bank, 
succeeding O. Walton. 

Macon—George E. Patterson elected vice-president Fourth 
National Bank, succeeding Merrel P. Callaway, resigned. 


IDAHO 


Kellogg—W. O. Straight, formerly assistant cashier, 
elected cashier First State Bank of Kellogg, succeeding Chas. 
Weigand, resigned. 

Priest River—J. R. Hagman elected president Citizens 
State Bank; Agnes Furst appointed vice-president. 

Twin Falls—Clarence N. Beatty elected vice-president 
Idaho State Bank. 

Wallace—M. J. Flohr elected president First National 
Bank, succeeding Henry White, deceased. 


ILLINOIS 


Barry—W. E. Coffey, formerly assistant cashier, elected 
cashier Barry State Bank, succeeding John Weber, resigned. 

3enton—George C. Cantrell, formerly cashier, elected vice- 
president First National Bank; George A. Powers, now 
cashier. 

Chicago—William G. Edens, formerly assistant secretary, 
elected vice-president Central Trust Company of Illinois; 
Howard S. Camp appointed cashier. 

Chicago—David Wiedemann, Jr., elected cashier Logan 
Square Trust and Savings Bank, succeeding A. H. Sporleder, 
resigned. 

Chicago—F. J. Kohn elected vice-president Peoples Stock 
Yards State Bank. 

Decatur—George S. Connard, formerly cashier, elected 
vice-president The Citizens National Bank; W. Ray McGaug- 
hey, now cashier. 

Galena—Ray V. Stephan elected cashier Merchants National 
Bank, succeeding Earl A. Fitch, deceased. 

Geneva—Oscar Nelson, formerly cashier, elected vice-presi- 
dent State Bank of Geneva; B. Hagans, now cashier. 

Hinsdale—L. P. Conover elected president Hinsdale State 
Bank; A. P. Lytle appointed cashier. 

Jerseyville — William F. Shephard elected president 
National Bank of Jerseyville, succeeding D. J. Murphy. 

Westville—George Buchanan elected president The West+ 
ville State Bank; Howard J. Elliot appointed cashier. 


INDIANA 


Knox—Henry F. Schricker elected cashier Starke County 
Trust & Savings Bank, succeeding Mark D. Falvey, resigned. 


er \ Members will confer a favor by notifying this department im- 
Publication will be made only on receipt of information direct from members. 


La Porte—Othie Way elected president La Porte Savings 
Bank, succeeding E. W. Davis, resigned. 

Logansport—Earl H. Moss elected cashier City National 
Bank, succeeding Almon P. Jenks, deceased. 

Ridgeville—W. E. Ward elected president Ridgeville State 
Bank, succeeding J. E. Rickert. 


IOWA 


2 Se L. Brooks resigned as cashier College Savings 
ank. 

Fonda—I. C. Brubacher elected cashier First 
Bank, succeeding Melvin Royer, resigned. 


National 


KENTUCKY 


Lexington—W. H. Courtney elected vice-president Phoenix 
and Third National Bank; B. M. Darnaby, formerly assistant 
cashier, appointed cashier, succeeding J. R. Downing. 

Louisville—John R. Downing elected vice-president The 
Citizens Union National Bank. 


LOUISIANA 


. New Orleans—E. J. Buck elected vice-president Interstate 
Trust & Banking Company; W. L. Ward appointed cashier. 


MARYLAND 


Baltimore—Adrian J. Grape elected cashier Common- 
wealth Bank, succeeding John R. Hooper, deceased. 


MASSACHUSETTS 


Boston—Wallace B. Donham resigned as_ vice-president 
Old Colony Trust Company. 

Lynn—Frank E. Bruce elected vice-president and cashier 
National City Bank. 


MICHIGAN 


Boyne City—L. R. Barnes, formerly assistant cashier, 
elected cashier First National Bank, succeeding S. C. Smith, 
resigned. 

Detroit—Israel T. 
Trust Company. 

Hastings—A. A. Anderson, formerly cashier, elected sec- 
ond vice-president Hastings City Bank; M. A. Lambie, for- 
merly assistant cashier, now cashier. 


Cowles elected vice-president Union 


MINNESOTA 


Bertha—E. N. Erickson elected cashier Farmers State 
Bank, succeeding P. D. Norton. 

Braham—Oscar A. Olson elected president First National 
Bank, succeeding H. R. Elliott; J. A. Monson appointed 
vice-president, succeeding Fred Soderberg. 

Eveleth—Joseph A. Quinn, formerly cashier, elected vice- 
president Peoples State Bank; Bert Coleman, now cashier. 

Lancaster—C. A. Veblen elected cashier Farmers & Mer- 
chants State Bank, succeeding J. A. Anderson. : 

Luverne—A. A. Anderson, formerly cashier, elected presi- 
dent The Farmers National Bank; Otha Moreland, now 
cashier. 

Minneapolis—Theodore Wold elected vice-president North- 
— National Bank, succeeding Joseph Chapman, re- 
signed. 

Rapids—S. ‘M. Strand, formerly cashier, elected 
president First National Bank; O. P. Peterson, formerly 
assistant cashier, now cashier. 

St. Paul—Fred P. Fellows, formerly secretary, elected 
vice-president Capital Trust & Savings Bank; Harold B. 
Cutler, formerly trust officer, now secretary. 

Spooner—H. P. Beckwith elected president State Bank 
of Spooner; C. O. Ness Spooner, appointed first vice-presi- 
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dent; I. C. Haugland elected second vice-president; Arthur 
Tanem appointed cashier. 

Woodstock—Frank Klosterman elected cashier First Na- 
tional Bank, succeeding James Jackson. 


MISSISSIPPI 


Utica—I. W. M. McDonald, Jr., elected cashier Bank of 
Utica, succeeding John D. Carmichale, resigned. 


MISSOURI 


cape Girardeau—C. R.° Bramblet elected president First 
National Bank, succeeding D. N. Stafford. 

Milan—Homer Schooling elected vice-president Bank of 
Milan. 

St. Louis—F. M. Mayfield and C. J. Prince elected vice- 
presidents Scruggs, Vandevoort & Barney Bank; Henry Gies- 
senbier, Jr., appointed cashier. 

St. Louis—Meredith M. Stockton elected secretary and 
treasurer Vandeventer Trust Company. 

St. Louis—Craig MacQuaid elected president United States 
Bank of St. Louis, succeeding Otto L. Teichman, deceased. 

Warrensburg—A. H. Gilkeson elected cashier Commer- 
cial Bank, succeeding H. F. Berkley, resigned. 


MONTANA 


Browning—F. R. Getty elected cashier The First National 
Bank, succeeding H. G. Ewing, resigned. 

Denton—R. R. Matthews elected cashier Denton State 
Bank, succeeding N. O. Miller. 

Townsend—B. E. Barnhill resigned as cashier First Na- 
tional Bank. 


NEBRASKA 


Burr—G,. J. Kahl, formerly cashier, elected vice-president 
American Bank; Victor H. Goerke, formerly assistant cash- 
ier, now cashier. 

Dodge—J. H. Longacre elected president First National 
Bank, succeeding A. J. Hasson. 


NEW JERSEY 


Penn’s Grove—Joseph S. Flanigan, formerly cashier, 
elected vice-president The Penn’s Grove National Bank; J. 
Milton Featherer, formerly assistant cashier, now cashier. 


NEW YORK 


Brooklyn—B. P. Van Benthuysen elected vice-president 
The Nassau National Bank of Brooklyn. 

New York—C. P. Hunt elected vice-president and cash- 
ier The Bank of New York. 

New York—Charles F. Koth elected vice-president Harri- 
man National Bank. 

New York—Richard M. Lederer elected president The 
Standard Bank; Max Lederer, appointed vice-president and 
cashier; David Kahn elected vice-president. 

Oneida—J. L. Oakes resigned as secretary and treasurer 
Madison County Trust and Deposit Company. 

Salamanca—Warren J. Hoy, formerly asistant cashier, 
elected waned First National Bank, succeeding M. L. Ansell, 
resigned. 

Watertown—R. G. Hannahs, formerly asistant cashier, 
elected cashier The Watertown National Bank, succeeding 
W. W. Rice, deceased. 


NORTH CAROLINA 


Charlotte—John G. Nichols elected vice-president Ameri- 
can Trust Company. 
_ Charlotte—W. H. Twitty elected vice-president and cash- 
ier The Charlotte National Bank. 

Farmville—D. E. Oglesbys elected cashier The Bank of 
Farmville, succeeding J. A. Newborn, resigned. 


NORTH DAKOTA 


_ Grand Forks—D. C. Hair elected cashier The First Na- 
tional Bank, succeeding J. R. Carley, resigned. 


Sheyenne—H. P. Halverson, formerly vice-president, 
elected president The First National Bank, succeeding D. N. 
Tallman, resigned; H. C. Hall, Ed. Nystrom and B. Ostby 
appointed vice-presidents; J. O. Severtson elected cashier, 
succeeding S. G. Severtson, resigned. 


OHIO 


Athens—W. B. Golden, formerly cashier, elected vice- 
president The Bank of Athens; F. D. Forsyth appointed 
cashier. 

Columbus—John Unversagt elected president Produce 
Exchange Bank; William Trautman appointed vice-president ; 
Walter A. Humphrey, elected cashier. 

Carrollton—Frank Johnston, formerly assistant treasurer, 
elected vice-president Cummings Trust Company. 

Ironton—A. H. Mittendorf elected president Citizens 
National Bank, succeeding Col. H. A. Marting, deceased. 


OKLAHOMA 


Breckenridge—Fred H. Pralle elected president Bank of 
Breckenridge; Walter E. Pralle appointed cashier. 

Miami—A. K. Wilder, formerly cashier, elected president 
Miami Trust and Savings Bank, succeeding W. O. Cardin; 
W. Evan Davis, now cashier. 

Nardin—G. E. Dowis elected president Bank of Nardin, 
succeeding G. W. Roberts, resigned. ; 

Pryor—C. D. Mitchell elected cashier First National Bank, 
succeeding Karl J. Moore, resigned. 


OREGON 


Marshfield—Geo. F. Winchester elected cashier Bank of 
Southwestern Oregon, succeeding R. F. Williams, resigned. 


PENNSYLVANIA 


Mt. Carmel—E. E. White elected president Guarantee 
Trust & Safe Deposit Company, succeeding J. E. Bastress, 
retired. 


SOUTH DAKOTA 


Fairfax—John N. Ellerman elected vice-president and 
cashier First National Bank, succeeding U. G. Stevenson, 
resigned. 

Kennebec—P. C. Stockstad elected cashier First National 
Bank, succeeding Frank Scarlott. 

Ramona—J. A. Deragisch, Jr., formerly assistant cashier, 
elected cashier Peoples State Bank, succeeding F. O. Palmer, 
resigned. 


TENNESSEE 


Memphis—P. S. Smithwick, formerly vice-president, elected 
president The First National Bank; C. H. Craig, formerly 
cashier, elected vice-president; J. A. Denton, formerly assist- 
ant cashier, now cashier. 


TEXAS 


Dallas—Ernest R. Tennant, formerly cashier, elected vice- 
president Dallas Trust and Savings Bank, succeeding Wm. 
G. Breg, resigned. 

El Paso—T. C. Scroggs elected president American Trust 
and Savings Bank, succeeding A. Newman. 

Garland—A. R. Davis, formerly cashier, elected president 
State National Bank; Ford Seale, now cashier. 


UTAH 


Green River—A. D. Beebe elected vice-president, succeed- 
ing John D. Byers. 

Kaysville—Royal C. Barnes elected president Barnes Bank- 
ing Company, succeeding John R. Barnes, deceased. 

Salt Lake City—O. C. Beebe resigned as cashier Zion’s 
Savings Bank and Trust Company. 


VIRGINIA 


Farmville—E. S. Shields, formerly cashier, elected presi- 
dent Planters Bank of Farmville, succeeding H. A. Stokes, 
deceased; John B. Overton, formerly cashier, now cashier. 
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Ivor—W. E. Mayton elected cashier Farmers Bank, suc- 
ceeding L. C. Pulley. 


WASHINGTON 


Edmonds—Ira E. Williams elected vice-president State 
Bank of Edmonds. 

Reardan—C. S. Zeimantz -— cashier The Reardan 
National Bank, succeeding O. Amos, resigned. 

Twisp—J. S. Allen elected pod 2 Commercial Bank, suc- 
ceeding Geo. W. Sprouse, resigned; Wm. G. Hughes resigned 
as president. 

Vancouver—O. Jorsen Olson elected president American 
Security Bank, succeeding F. E. Bowman. 


WEST VIRGINIA 


Mannington—Charles L. Snodgrass elected cashier Bank 
of Mannington, succeeding J. R. Timms, resigned. 

Mount Hope—G. C. Starbuck elected cashier First Na- 
tional Bank of Mount Hope. 

War—C. Frank Wright elected cashier Citizens Bank of 
War. 

Welch—J. W. Price elected cashier The First National 
Bank of Welch, succeeding B. O. Swope, resigned. 


Bergman, L. H., Central Trust & Savings Company, Phila- 
delphia, Pa 

Black, C. A., president Santa Barbara Trust Company, Santa 
Barbara, Cal. 

Butler, J. W., vice-president Texas Bank & Trust Co., 
ton, Texas. 

Campbell, A. E. G., Agents Bank of Montreal, New York, 


Galves- 


Cassler, J. E,, vice-president First National Bank of Benson, 
Hollsopple, Pa. 

Chadduck, H. W., vice- —_—— National Bank of Fairmount, 
Fairmount, W. 

Curran, G. M., New Gok N. 

du Marais, B. a directeur Credit Lyonnais, Paris, France. 

Edwards, Daniel, treasurer Ludlow Savings Bank & Trust 
Co., Ludlow, Vt. 

Edwards, G. D., genet Commonwealth Trust Com- 
pany, Pittsburgh, 

Fahey, John H., “Mass. 

Fummi, Giovanni, stockbroker, Rome, Italy. 

Gordon, W. C., vice-president Farmers Savings Bank, Mar- 
shall, Mo 

Grant, H. W., vice-president and treasurer City Trust & 
Savings Bank, Youngstown, Ohio. 

Hagey, John F., vice-president First National Bank, Chicago, 


Hall, P. W., Des Moines, Iowa. 

Hawes, Richard S., vice-president First National Bank in 
St. Louis, Mo.; President American Bankers Association. 

Head, Walter W., vice-president Omaha National Bank, 
Omaha, Neb. 

Hennings, T. C., vice-president Mercantile Trust Company, 
St. Louis, Mo. 

Hinsch, Chas. A., president Fifth-Third National Bank, Cin- 
cinnati, Ohio. 

Huston, Frank M., Federal Reserve Bank, Chicago, IIl. 

Kuss, C. R., cashier National Bank of America, Gary, Ind. 

Lasserini, P. G., Sec. Gen. Italian Economic Mission, Cor- 
rora, Italy. 

Lehideux, P., Lehideux et Cie., Paris, France. 


Loizeau, E., Credit Lyonnais, Paris, France. 


Registration at the Association Offices 


REPORTED FROM OcTOBER 26 TO NovEMBER 26, 1919 


WISCONSIN 


Blair—A. N. Garson elected cashier First National Bank, 
succeeding Omer Houkum, resigned. 

Clintonville—F. E. Ruth elected cashier First National 
Bank, succeeding Max Steig. 

Elkhart Lake—Louis Laun, formerly vice-president, 
elected president Bank of Elkhart Lake; Robert Horneck, 
now vice-president. 

Sturgeon Bay—G. R. Egeland “oe president Merchants 
Exchange Bank; W. A. Lawrence and A. B. Minor, appointed 
vice-presidents ; Cc. M. Stephenson appointed cashier. 

Waukesha—W. H. Sleep, formerly vice-president, elected 
president National Exchange Bank; Addison C. Nickell, now 
vice-president. 

Wausau—C. S. Gilbert, formerly vice-president, elected 
president American National Bank; Walter Alexander, now 
vice-president; H. G. Flieth, formerly cashier, appointed vice- 
= Chas. E. Parker, formerly assistant cashier, now 
cashier. 


WYOMING 


Dayton—Roxie V. Birlew elected cashier Dayton Bank, 
succeeding J. Frank Owen. 


Manning, C. N., president Security Trust Company, Lexing- 


ton, Ky. 
a. H. A., president Iowa National Bank, Des Moines, 


owa. 

McAdams, Thos., B., vice-president Merchants National Bank, 
Richmond ; "Second Vice-President American Bankers 
Association. 

McHugh, John, vice-president Mechanics & Metals National 
Bank, New York, 

McKee, Henry Hi, president National Capital Bank, Wash- 
ington, D. C. 

aig Logan C., New York, N. Y. 

Orr, Isaac H., vice-president St. Louis Union Trust Com- 
pany, St. Louis, Mo. 

Reeves, ‘mead B., Savings Banks Association, State of New 
York 

satis te Thomas, Marwick, Mitchell, Peat & Co., New York, 


Robinson, R. P., president Central National Bank, Wilming- 


ton, Del. 
Runkle, Delmer, president Peoples National Bank, Hoosick 
Falls, 


Russell, R. L., president Manchester Trust Company, South 
Manchester, Conn. 

Sadd, W. A., president Chattanooga Savings Bank, Chatta- 
nooga, Tenn. 

Smith, Theodore G., president International Trust Company, 
Denver, Colo. 

Stephenson, Rome C., president St. Joseph Loan & Trust 
Company, South Bend, Ind. 

Stubbs, L. K., vice-president Chester County Trust Com- 
pany, West Chester, Pa. 

Traylor, M. A., president‘ First Trust & Savings Bank, Chi- 


cago, 

Vest, W. B., president Citizens & Marine Bank, Newport 
News, Va. 

Washburn, F. B., president Franklin Savings Bank, Boston, 
Mass. 


White, J. W., asistant trust officer Mercantile Trust Com- 
pany, St. Louis, Mo. 


— 
\ 
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Membership Changes 


REPORTED FROM OcToBER 26 To NovEMBER 25, 1919 


There are frequent changes which come about through consolidations, mergers, liquidations and changes of title. The General Secre- 
tary of the Association would appreciate receiving from members notice of any changes which occur, for the purpose of keeping the 
membership list correct and giving publicity through the columns of the JOURNAL. 


Merchants Bank & Trust Co., merged Missouri......... Farmers & Traders Bank succeeded by 
with Arizona National Bank. Hardin Trust Company. 
SANSAS........ Conway.....ese- Faulkner County Bank changed to Kansas City..... Central Exchange Bank changed to 
ae sind Faulkner County Bank and Trust Co. Central Exchange National Bank. 
Vandervoort..... Merchants Bank succeeded by Bank of Bt. Leis .cecccs Jefferson Gravois Trust Co. succeeded 
Vandervoort by Jefferson-Gravois Bank. 
California........Los Angeles......California Savings & Commercial Bank Montana........ Re. eee Farmers State Bank succeeded by 
and branches taken over by Hiber- First National Bank. 
nian Savings Bank. Nebraska........ Chappell........ Peoples Bank succeeded by Dewel 
Mountain View...Farmers & Merchants State Bank 


County Bank. 
changed to Farmers & Merchants 


- New Mexico......Artesia.......... First State Bank succeeded by Citizens 
National Bank. State Bank. 
Florida........-- Fort Meade...... Vinge New York....... Brewster ........ Putnam County Trust Co. liquidating. 
Bank. Buffalo.......... Stock Yards Bank succeeded by 
Parma.........- Parma State Bank converted into First Bank of Buffalo, Broadway 
National Bank. Jamaica, N. Y Queens County Trust Co. succeeded b 
Worthington..... Commercial State Bank succeeded by , Compete. eded by 
Worthington Trust Company. 1 
Security Loan & lavestment North Dakota....Columbus........ First International Bank liquidating. 
"succeeded by Security Trust & Sav- Ohio ........... Cleveland....... Detroit Avenue Savings & Trust Co. 
ings Bank. ~~~ by State Banking & Trust 
Bikport,.....:.. Elkport Savings Bank changed to Elk- J he Avenue office. 
port State Bank. Oklahoma........Erick........... a iy Beak succeeded by Western 
Kentucky........ Louisville........ South Louisville Savings and Deposit 
Bank changed to South Louisville Sentinel......... Oklahoma State Bank succeeded by 
Bank. Security State Bank. 
Dexter Trust & Banki Cc n Pennsylvania.....Oil City......... Lamberton National Bank merged 
Maryland........ Baltimore........Middendorf, Williams & Co. changed to ennessee rwin irs! 
R. Lancaster Williams & Co. Harri ag 1 Bank i 
arriman.... ... anufacturers National Bank consoli- 
Massachusetts....Boston.........- Puritan Trust Co. out of business. dated with First National Bank as 
Michigan........Brown City......Citizens State Savings Bank purchased First and Manufacturers Bank. 
by Brown City Savings Bank. re ree Clint Mercantile & Banking Company 
Minnesota....... Minneapolis...... Nicollet Avenue State Bank changed to closed. 
Industrial State Bank. Union Bank & Trust Co. merged with 
Gh. Pal. «5 cscs Swedish American State Bank suc- Texas Bank & Trust Company. 
ceeded by Payne Avenue State Bank. Fowlerton.........First State Bank closed. 
Virginia... American Exchange Bank succeeded by Virginia......... Merchants & Planters Bank changed to 
American Exchange National Bank. ee & Planters National 
Mississippi....... First National Bank merged with ank, 
"Peoples Bank & Trust Company. Fairbanks........Farmers Bank liquidating. 


New and Regained Members from October 25 to November 25, 1919, Inclusive 


Arkansas Illinois Kentucky 
Bank of Commerce, El Dorado. Flora National Bank, Flora 70-536. First National Bank, Manchester 73-544. 
Bank of Lafe, Lafe 81-600. Kinderhook State Bank, Kinderhook 70- tae 
1953. ouisiana 
California Farmers State Bank, Mason 70-1442. » “Gilliam State Bank, Gilliam 84-330. 
Bank of Beaumont, Beaumont 90-549. sy & Savings Bank, — Bank of Lockport, Lockport 84- 
College National Bank, Berkeley 90-47. r 


Growers National Bank, Fresno 90-96. 

Standard Bank of Orange County, Fuller- 
ton 90-905. 

Hibernian Savings Bank, Belvedere 
Branch, Los Angeles 16-20. 

Security Savings Bank, San Jose 90-80. 


First National Bank, Oblong 70-732. 
First National Bank, Rossville 70-745. 
First National Bank, Sullivan 70-550. 
State Bank, Villa Grove 70- 


Indiana 


First National Bank of Longville, Long- 
ville 84-332. 

Winnsboro State Bank & Trust Co., 
Winnsboro 84-130. 


Maine 
Bridgton National Bank, Bridgton 52-156. 


Colorado Burney State Bank, Burney Lad ay 71 Aroostook Trust Co., Caribou 52-109. 
First National Bank, Otis 82-283. + plate 
Detawase First National Bank, Loogootee 71-475. Baltimore County Bank, Towson 65-222. 


The National Bank, Smyrna 62-40. 


Florida 
rie. National Bank, Winter Garden 63- 


Bank of Mount Ayr, Mount Ayr 71-849. 
Farmers State Bank, Veedersburg 71-502. 


Iowa 


Dawson Savings Bank, Dawson 72-1277. 
First National Bank, Diagonal 72-1286. 


Massachusetts 


Textile Trust Co. New Bedford 53-74. 
Quincy Trust Co., Quincy 53-216. 


Michigan 
American State Bank, Branch “O’’, De- 


Georgia ra & Merchants Bank, Grafton 72- 9-58. 
Farmers & Merchants Bank, Garfield 64- Peoples State Bank, Lansing 72-1683. ra eae dee deca 
5 


First National Bank, Millen 64-273. 
Moreland Banking Co., Moreland 64-666. 
Temple Banking Co., Temple 64-730. 


Idaho 


Teton National Bank, Driggs 92-267. 
First State Bank, Teton City 92-262. 


St. Anthony Savings Bank, St. Anthony 
72-1596. 
Union Savings Bank, Union 72-939. 


Kansas 


Americus State Bank, Americus 83-715. 
Merriam State Bank, Merriam 83-1199. 
Exchange State Bank, Wichita 40-73. 


—_ of Detroit, Delray Branch, Detroit 


Bank of Detroit, Hastings Branch, De- 
troit 9-60. 

ay Detroit, Michigan Branch, De- 
ro -60. 

= Detroit, Russell Branch, Detroit 
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Michigan—Continued New Jersey South Carolina 


Bank of Detroit, West End Branch, De- 
troit 9-60. 

Bank of Detroit, Woodward Branch, De- 
troit 9-60. 

Wayne County & Home Savings Bank, 
Grand Boulevard and Woodward Ay- 
enue Branch, Detroit 9-23. 

Wayne County & Home Savings Bank, 
East Jefferson and Coplin Avenues 
Branch, Detroit 9-23. 

Wayne County & Home Savings Bank, 
Grand River and Montgomery Avenues 
Branch, Detroit, 9-23. 

Wayne County & Home Savings Bank, 
West Jefferson and Dearborn Avenues 
Branch, Detroit 9-23. 

Wayne County & Home Savings Bank, 
Hastings Street and Forest Avenue 
Branch, Detroit 9-23. 


Minnesota 


Douglas County Bank, Alexandria 75-158. 

Park Region State Bank, Alexandria 75- 
1446. 

Clarissa State Bank, Clarissa 75-686. 

Farmers State Bank, Deer Creek 75-1409. 

Park State Bank, Morgan Park, Duluth 
75-11. 

State Bank of Foxhome, Foxhome 75-754. 

Quamba State Bank, Quamba 75-1360. 

State Bank of Round Lake, Round Lake. 


First National Bank, Rushford 75-355. - 


Security State Bank, Waldorf 75-974. 


Mississippi 


State Guaranty Bank & Trust Co., Tyler- 
town 85-489. 


Missouri 


Farmers Bank, Bogard 80-898. 

Bank of Coffman, Coffman 80-1343. 
Peoples Bank of DeWitt, DeWitt 80-953. 
Bank of Ironton, Ironton 80-605. 
Guaranty Trust Co., Kansas City 18-58. 
Citizens Bank, Laredo 80-599. 

Bank of Leeton, Leeton 80-1061. 

Bank of St. Mary, St. Marys 80-1214. 
Citizens Bank, Warrenton 80-577. 


Montana 


First National Bank, Rapelje 93-428. 
Security State Bank, Whitetail 93-339. 


Nebraska 


Farmers State Bank, Albion 76-1253. 

Farmers State Bank, Benedict 76-936. 

— Exchange Bank, Bristow 76- 
629. 

ec’ & Merchants Bank, Edison 76- 

36. 

Franklin County Bank, Hildreth 76-474. 

Jackson State Bank, Jackson 76-1178. 

Citizens State Bank, Polk 76-1219. 

First National Bank, Seward 76135. 


First National Bank, East Newark, New- 
ark P. O. 55-389. : 


New York 


Central Union Trust Co. of New York, 
Fifth Avenue Branch, New York 1-191. 
Bank of New York, New York 


1-311. 
East Side Bank, Niagara Falls 50-153. 
First National Bank, Unionville 50-1002. 


North Carolina 
Englehard Banking & Trust Co., Engle- 
hard. 
—— & Merchants Bank, Kinston 66- 
10 


Peoples Bank, Sanford 66-666. 


North Dakota 


Citizens State Bank, Bathgate 77-325. 
First State Bank, Concrete 77-549. 
First National Bank, Montpelier. 
First National Bank, Tuttle 77-741. 
Linwell’s State Bank, Ray 77-255. 


Ohio 

Farmers & Merchants State Bank, Chat- 
tanooga, Rockford P. O. 56-1265. 

Nottingham Savings & Banking Co., 
Cleveland 56-1084. 

Stanley & Bissell, Cleveland. 

Fort Recovery Banking Co., Fort Recov- 
ery 56-722. 

Lyons Commercial Bank, Lyons 56-1031. 

New Waterford Savings & Banking Co., 
New Waterford 56-1079. 

Nova Banking Co., Nova 56-1085. 

Ravenna National Bank, Ravenna 56- 


Oklahoma 
First National Bank, Bennington 86-550. 
American State Bank, Covington 86-720. 
First National Bank, Custer City 86-429. 
Oklahoma State Bank, Devol 86-1117. 
Bank of Kendrick, Kendrick 86-795. 
First National Bank, Wynona 86-1122. 


Oregon 
Farmers & Merchants Bank, Coquille 96- 


State Bank of Imbler, Imbler 96-252, 
Monroe State Bank, Monroe 96-203. 


Pennsylvania 


Security Trust Co., Emaus 60-1510. 
Tinicum Bank, Essington 60-1520. 

W. Carson Dick & Co., Pittsburgh. 
Overlook Bank, Philadelphia. 

First National Bank, Port Royal 60-1507. 
First National Bank, Springville, 60- 


1511. 
St. Clair State Bank, St. Clair 60-1513. 


Planters Bank, Abbeville 67-524. 

Farmers & Merchants Bank, Dunbarton 
67-504. 

Farmers & Merchants Bank, McColl 67- 
207 


207. 
National Bank, Orangeburg 


‘Bank of Pamplico, Pamplico 67-505 


Winnsboro Bank, Winnsboro 67-188 


South Dakota 


Broadland State Bank, Broadland 78-512, 

Bank of Burbank, Burbank 78-672. 

State _— of Wentworth, Wentworth 
78-751. 


Texas 


Alvin State Bank, Alvin 88-572. 

First National Bank, Beeville 88-277. 

Citizens State Bank, Commerce 88-1729. 

State National Bank, Corsicana 88-111. 

State Bank, Bloomburg 
vol. 

First Guaranty State Bank, Desdemona 
88-1849. 

Citizens National Bank, Dublin 88-360. 

First State Bank, Farmersville 88-1816. 

Guaranty State Bank, Fort Worth 37-18. 

Ben. O. Smith & Son, Fort Worth. 

First National Bank, Groom 88-1885. 

Farmers State Bank, Hallsville 88-1882, 

Moran State Bank, Moran 88-1188. 

Merchants & Planters National Bank, 
Mt. Vernon 88-420. 

First National Bank, Pleasanton 88-1232. 

Rotan State Bank, Rotan 88-1697. 

First National Bank, Whitewright 88- 


524. 


Virginia 


oe Bank of Commerce, Coeburn 68- 


70. 

First National Bank, Saltville 68-425. 

Wm. H. Hornsby & Son, Bankers, Sea- 
ford 68-466. 


Wisconsin 


Farmers Bank, Browntown 79-466. 
Cobb State Bank, Cobb 79-487. 

Bank of Juda, Juda 79-573. 
Chaseburg State Bank, Vernon 79-481. 


Wyoming 


Glendo State Bank, Glendo 99-136. 
First National Bank, Lingle 99161. 


Canada 


Bank of Toronto, Calgary, Alberta. 
a Bank of Canada, Vancouver, 


) 
| 


